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CZECHOSLOVAKIA 


SERVICE IMPROVEMENT NEEDS VIEWED BY NATIONAL OFFICIAL 
Prague TVORBA in Czech No 28, 1982, pp 3, 4 


{Article by Vaclav Blecha, director of the sector for national committees at 
the Bureau of the CSR Presidium: "Services, Services, Services!"] 


[Text] Repairs of all kinds of household appliances, clothing, apartments and 
houses, public dining, drycleaning and laundering, automobile repair and many 
other specialties jointly called "services" are a frequent source of legiti- 
mate aggravation for our citizens. That attitude cannot be substantially 
changed even by the overall good annual achievements of the local management 
sector, Last year, local economy managed by national committees fulfilled the 
plan for selected service sectors at 102.3 percent and the income for paid 
services to the population amounted to Kcs 4,158,000,000. Goods in the value 
of over Kcs 5 billion were delivered to our domestic trade network. Therefore, 
at the first glance it seems that we should feel satisfied. Naturally, the 
above-mentioned data cannot be an entirely ob‘tective indicator of the actual 
standard of services, their quality, accessibility and functioning. 


Daily personal experience in various communities and various sectors has con- 
vinced us that demands have not been properly met, that people seeking certain 
emergency services are looking for them in vain, and even if they find them, 
their results do not always satisfy customer needs and expectations. It is no 
secret that skillful racketeer repairmen who in certain areas have become al- 
most a permanent fixture in our daily life are taking advantage of this situa- 
tion. 


The standard of services to our population represents one of the vital factors 
which codetermine our political atmosphere. The 16th CPCZ Congress and as a 
followup, the recent Sixth Plenum of the party's Central Committee reminded us 
of this fact most emphatically. The CPCZ Central Committee unambiguously put 
all agencies and officials in charge under obligation to upgrade dramatically 
the quality of services to our population and to expand them, It was under- 
scored again that expeditious, reliable and easily accessible services for 

pay positively affect the attitude of our citizens to work and to public 
life, and that the problem of well-operating services cannot be viewed in 
terms of economy alone. 

















What Exactly Is Our Situation? 


The ledgers of our population's income indicate that the citizens vf the CSSR 
are spending over Kes 45 billion for all kinds of services annually. Enter- 
prises and organizations of services employ more than 700,000 persons -- how- 
ever, only about half of the aforementioned employees are directly engaged in 
services; the rest are involved in cooperation with the industry and in manu- 
facturing goods for market and nonmarket inventories. The sector of services 
and local production includes 584 enterprises under the management of natioral 
committees and 510 production or consumption cooperatives. We have almost 
58,000 service centers. 


Standard prices for services in the CSSR are relatively low in comparison with 
other countries as well as with the historical development -- on the average, 
they have not even reached the level of prewar prices. The profitability of 
enterprises of local economy often distinctly differs in individual krajs. 
Drycleaning services in West Bohemia Kraj show 11 percent profit, but in North 
Bohemia Kraj 18 percent losses. Radio and television repairs which follow an 
ascending trend statewide operate at 24 percent profit in South Bohemia Kraj 
but at only 6 percent in South Moravia Kraj. The so-called administrative 
overhead in shoe repair rose in North Bohemia Kraj from 15 to 73 percent in 10 
years. All this reminds us that undoubtedly some unused potential still exists 
in the management and organization of services. 


An analysis of operation of services prepared by the party and state agencies 
has shown that barberrhops and beauty parlors, drycleaning and photo services 
and repair shops for audio equipment and washing machines have risen favorably, 
while deficiencies exist in automobile repairs, clothes repairs and especially 
in services related to repairs, maintenance and modernization of the housing 
and building funds. Plumbers, roofers, boiler repairmen, bricklayers, carpen- 
ters and chimmeysweeps are scarce and their services even scarcer. The situa- 
tion in repairs of shoes, leather goods, umbrellas, hats and, in some locali- 
ties, of small metal products or sports goods is critical. As for public 
dining services, we are dissatisfied in many places with the quality of meals, 
the standard of waiters’ service and of hygiene, and with the ambiance of the 
facilities; cases of violation of set prices are also being continuously con- 
firmed. Operation during holidays is improperly curtailed and services in 
resorts and tourist centers are inadequate. 


In general -- despite the fulfillment of the planned tasks, nothing is changed 
on the fact that some services in particular are lagging behind our citizens’ 
demand and that services are not equal to our needs. Considerable deficien-~- 
cies, untapped resources and opportunities for development still exist in the 
management and organization of services, their local planning and adaptation 
of their operations to the needs and interests of our citizens. 


Better Planning, Management and Organization 





National committees cannot be blamed for not paying due attention to the prob- 
lems of services in the past. Nevertheless, even this area was affected in 
individual stages of its development by certain undesirable influences 

















stemming from an extensive national economic development in our country. At 
the same time, our citizens raised their demands on the structure and scope 
of services as a result of the dramatic modernization of our households and 
of the changes in our life style. Let us recall, for instance, automobile 
repair, repairs of automatic washing machines, the broad scale of so-called 
recreational services stemming from a dynamic growth of domestic and foreign 
tourism, or let us mention the demands by owners of private houses or of 
weekend cottages, etc. The need for services is conspicuously increasing in 
housing developments and in central villages. If we consider, on the other 
hand, the shortages in material supplies to service enterprises, the changing 
technology of repairs, the problems in the system of training of new service 
employees, and many other factors, we can appreciate the immense complexity of 
the entire management system and the focus in this area of activity of our 
national committees. 


For that reason the CPCZ Central Committee, the CSSR Government and the govern- 
ments of our national republics adopted -- on the basis of an anal;sis of the 
current situation -- a complex of measures targeted at more efficiers maagr- 
ment and more flexible development of services for pay. As I have i.en*ioned, 
gradual liquidation of deficiencies and further development of services to our 
population depend on a unified, creative and very energetic approach by the 
authorities of central management, national committees, cooperatives and other 
Organizations. The approved principles create adequate space and advantageous 
conditions for that approach. They deal with the structure and organization 
of services and define in detail the duties of the interested organs -- from 
the center to local national committees; they consider drafting several legis- 
lative measures and changes in the areas of planning, finances and the laber 
law. The purpose of the above-mentioned decisions is to achieve substantially 
greater flexibility in the whole system of services. The CPCZ and our state 
will continue to encourage, follow, assess and direct this approach further on 
the basis of new information. 


We expect that, among other things, planned programs will be simplified, the 
number of indicators reduced and the principles of the Set of Measures for 
Improving the Planned Management System of National Economy further modified 
so as to help develop socially desirable activities in the sector of services. 
New criteria of quality will be applied when rating the enterprises. Special 
attention will be focused on unbureaucratic enforcement of the khozrashchet 
principles in every shop and enterprise. More flexible forms of material 
incentives, among them particularly profit-sharing, will be outlined. So- 
called supplemental forms will be applied more systematically in order to make 
more services available. 


Centralization and Local Needs 


We have already been looking for quite a long time for the best organizational 
system of enterprises of services and local economy. To offer better oppor- 
tunities for expert management of services, improve material supplies, training 
of apprentices, upgrade professional skill and quality of work, we began inte- 
grating certain sectors of services in higher units, mainly in District centers. 














Apart from its positive aspects, however, this development has caused certain 
difficulties. Undue monopolization of pertinent organizations, excessive 
centralization and insufficient control of the comprehensive management of 
those units in many cases prolonged rendering of services to the population 
mven more. Many local shots were liquidated without adequate consideration -- 
3,000 of chem had been terminated in 5 years throughout our republic, particu- 
larly in the CSR. The results of completed integration must prove what in 
fact it contributed to improve services and on the other hand, where errors 
had been committed. Real contribution, however, must be weighed not only in 
terms of overall economic efficiency or streamlined internal organization, but 
primarily from the position of the customers of this or that organization. 
After all, it makes no difference to our citizens whether the district or 
local enterprise offers the services, or whether the national committee or the 
production cooperative manages the enterprise. The customers are interested 
in prompt and dependable services. One of the adopted principles states expli- 
citly that the organization and territorial activity of enterprises must be 
adapted to local and territorial conditions. Customers’ needs must be met and 
at the same time, every facility must be used to the best advantage. 


National committees must play the key role here; they will enforce their coor- 
dinating function in every system of services to our population (i.e., even 

in relation to organizations which are not under their direct management). 
Measures to inprove the operation of national committees in central villages 
and towns have already been approved by the government; they are focused on 
this activity of our national committees. Their objective is to bring ser- 
vices of local character under full control of local agencies of state adminis- 
tration -- so that they operate under direct authority of national committees. 
After all, there is no reason why such services as, for example, beauty par- 
lors, photo service, small repair shops, general construction services, etc., 
should be managed in a compiicated fashion by an intermediary who is distant 
from the local or municipal national committee and essentially redundant. 

Even in cases where certein operations must be provided on the so-called 
higher level in the interest of better organization of labor and material 
technical supply or other special needs of enterprises of local economy, the 
so-called coordinating or leading enterprises may be used efficiently or 
cooperatives may be organized; they proved successful in the cooperative pro- 
duction system. 


To Serve or to Push Paper Around? 


The organization of service enterprises led gradually to an unprecedented 
growth of administrative work. After finishing each job every repairman must 
fill out a brief (and frequently even long) statement which is then entered, 
filed and statistically processed. It is estimated that in some occupations 
this waste of time requires as much as 30 percent of all work time. Service 
enterprises must attend to almost the same planning, accounting, information 
and other administrative chores as industrial enterprises. Numerous state- 
ments are keeping many office workers, technicians and managers busy -- and 
that all to the detriment of their expertise and organizational activity. 











The managing agencies -- from the center down to the enterprises -- must change 
this situation. The adopted principles stipulate that administrative work and 
data-collecting in service enterprises be drastically cut back sv that only 
information absolutely essential for management be registered. Monthly state- 
ments that only summarize the situation and are not relevant for management 
will be abolished. In April of this year, the CSR Government decided to eli- 
minate all lists and reports required without the approval of statistical 
agencies. A simple, unified data system which corresponds with the character 
and scope of service organizations will be introduced in the entire conglomerate 
of services. A!l administrative work must be quite simple and clearly pre- 
sented, particularly in communities and in various types of supplemental ser- 
vices. Let us admit frankly: was the current overgrown bureaucratic system -- 
and the control based on it -- conducive to better services? Or does it not 
often obscure and complicate life even more? Reasonable administrative work 

is essential in planned economy, but it must have some purpose and improve the 
operation -- there must be some sense to it. Excessive bureaucratic chores do 
not improve services or production. Servic%s -- and not only services -- call 
for something else. 


Place for Local Services 


Experience has shown that next to the structure of service enterprises it will 
be even more necessary to utilize the so-called supplemental forms of services 
to a substantially greater extent. It will find application primarily in small 
communities and in the suburbs of our cities, in general, wherever the existing 
services cannot meet the demand, where it would not be economical to establish 
service enterprises or in case of short-term or special services. This is not 
a revolutionary or a hasty new proposal. It does not herald return to private 
enterprise; supplemental services must indeed supplement in various ways the 
existing capacities and in particular, make it possible to satisfy the needs 

of our citizens wehre services cannot meet current demands. Our national com- 
mittees are now operating 1,399 small shops out in the country, next to eco- 
nomic and social centers, and more than 10,000 CSR citizens are providing minor 
services in their spare time. 


The adopted measures have further simplified and opened opportunities for 
national committees to encourage and develop minor services in individual com- 
munities. They offer opportunities for our citizens to use their skills, 
experience and know-how to the advantage of our people. Local national com- 
mittees should utilize small shops much better, particularly for more flexible 
repairs by experts and for other services in communities. By the same token, 
they should make it possible to organize service centers, public collection 
centers and catalogue order centers for services offered by organizations. 
Furthermore, the current system of so-called special linkage and economical 
rental of repair shops will be expanded. Qualified citizens will work here 
under franchise contracts with an enterprise to which they will pay commission 
according to set rates. 


At the same time, a completely new form of work contracts between the enter- 
prises of local production or services and disabled persons. pensioners or 
students will be implemented. Those individuals wil! provide minor services, 
such as cleaning, baby-sit«ing, running errands, and perhaps also minor repairs, 











including housework, sewing of underwear and clothes, etc. This will not be 
limited, as thus far, to disabled persons alone. 


These and other measures will fundamentally expand the opportunities of local 
national committees to render services. After all, there is no reason why 
people who are able to provide necessary services tc other citizens -- local 
jacks-of-all-trades, tinsmiths, carpenters, roofers, plumbers, handymen, etc.-- 
should lack permits to offer such services. I should like to stress the words 
"legal and controlled" possibility, which gaurantee the quality of service. 
Legislative, price, revenue and other regulations will be adopted in this 
conjunction for the exact purpose of encouraging people's skills and experi- 
ence. 











Officials and employees of national committees will support measures which 
will be gradually introduced in the above-mentioned relations. The idea is to 
offer support to every persc: who is willing -- after work, in his or her 
spare time -- to do something useful for his or her fellow citizens legally 
and under public control. Nobody should begrudge these people that they can 
earn "a little more” for their endeavors. This is, among other things, also 
a way to limit the uncontrolled repair racket. 


In the sense of the aforementioned princirles, national committees will or- 
ganize more services rendered by individual enterprises and agricultural plants 
in communities -- for example, rentals of construction equipment, transport, 
sales of concrete mixes and other materials, etc. Naturally, various kinds 

and forms of such supplemental services offer no panacea, but they may help 
better satisfy specific needs and demands of our citizens, expand the offered 
opportunities and efficiently supplement the work of enterprises of local 
economy and communal services. 





New Action Needed 


Services used to be in the past, are now, and will be in the future among the 
main tasks and the greatest problems for local organizations of state power 
and administration. They must have an important place in the comprehensive 
operation of our national committees. Every citizen needs some services; it 
is quite natural that every deficiency here provokes criticism -- criticism 
that is often justified and repeated. It is impossible to keep pointing out 
the objective causes (or to use them as excuses) if we know that shortages in 
the service sector have quite specific subjective causes. We must never for- 
get that a good service system is one of the vital preconditions for the 
authority of our national committees. 


The decision of the Sixth Plenum of the CPCZ Central Committee, the decisions 
of the federal government and of the governments of both republics, and the 
executive measures adopted subsequently are opening new opportunities for 
fundamental, relatively rapid changes in the existing situation. Their imple- 
mentation depends everywhere on the responsibility and personal courage of the 
officials and employees of our national committees, economists in enterprises 
and service facilities and other organizations which offer some kind of 

















services to our citizene. Well~planned ccordination, management and control 
of the system of services in the district under their control depend on the 
skillful operation of national committees. No matter how great, words by 


themselves are meaningless -- our people expect here more action from their 
national committees. 


9004 
CSO: 2400/335 























CZECHOSLOVAKIA 


READER SUPPORTS, ADDS TO ‘RUDE PRAVO' ARTICLE BY NYKRYN 
Prague RUDE PRAVO in Czech 27 Aug 82 p 5 


[Article by Engr. Judita Stouracova CSc.: "How To Hold Ground in World 
Competition, One of the Basic Conditions for the Fulfillment of Economic 
Objectives] 


[Text] In the article “What Can and What Must Be Done” (RP 17 Aug 82) by 
Doc. Engr. Kubik CSc. and Prof. Engr. J. Nykryn DrSc a num\cz of aspects 
have been pointed out which affect the current level and quality of partici- 
pation of Czechoslovak economy in the international division of labor which 
will have to be decided expeditiously if we are to hold our ground in the 
international competition. 


Everybody interested in the questions of international economic development 
today is aware that the changes in the decade of the seventi.. are not 
temporary in nature. Every economy, particularly the ones of the processing 
type such as ours, must not only take these affects and consequences into 
consideration, but most of all, must be able to react to them. 


The problems are the price increases of raw materials, energy and other 
[economic] resources and a more difficult access to them as well as an 
explosive development of knowledge in the area of science and technology 
resulting in increasing requirements for technological and economic parameters 
of products traded in the world markets. This is a reflection of the impetus 
of crisis in the capitalist economies (capital investment stagnation, growth 
in unemployment, destabilized monetary developments) multiplied by the 
commercial-political discrimination measures against the Third World countries. 


Our party and government organizations have mapped out, for our national 
economy of the eighties, a straightforward objective for further development 
overcoming difficult external conditions. These are, the requirement for 
reorientation to intensified economic processes, more efficient operations, 
and toward an accelerated research and development cycle; all aimed at 

the necessity of improving our export performance and at making our economy 
less import intensive and the necessity to mobilize the labor team and 

in \ividual initiative to accomplish the outlined goals. 

















But the implementation of the enumerated intentions within the jurisdiction 
of the individual VHJ, enterprises, foreign trade organizations is turning 
out to be more complicated. This can be seen from the first evaluations 
and reports on the practical implementation of the principles of the Set of 
Measures during the time of its existence. 


From the view of external economic relations, persistent problems are the 
inadequate innovation spirit of our manufacturers and the’*r tendency to make 
products which are not marketable in the exacting socialist and capitalist 
foreign markets and insufficient initiative in taking advantage of the 
possibilities in international production specialization and integration, 
particularly in the framework of the socialist economic integration. Other 
persistent problems are our highly energy and raw material intensive manu- 
facture and inadequate regard for the specialized directions of our research 
and development, particularly in the area of machine tool production. 


The orientation of our producers and their actions are still largely based 
On the criteria and demands of the domestic economy; the world market 
developments have not yet become important criteria to their way of thinking. 


Yet, there is only one route that our economy as a whole can follow; that 

is the direction of such economic decisions and actions in which the results 
can be measured exclusively according to success in the foreign economic 
relations. 


That is to say, a strategy of pro-export integrating approaches for the 
solution of long-term problems of our national economy. 


The creation of conditions and presumptions is fully in our hands. It rests 
primarily in the continued and consistent development of the principles of 

the Set of Measures particularly in laying greater stress on the quality of 
management at all levels and in consistent implementation of, by now, worldwide 
standards of high quality of manufactured goods. 


In this connection, the following tasks--in addition to those discussed in 
the original article--appear to be important: 


Ll. Expansion of the role and responsibility of the mamagement in planned 
solutions to the macroeconomic problems of a dynamic and deliberate develop- 
ment of the Czechoslovak national economy by taking advantage of an effective 
integration into the international, particularly socialist division of labor. 





2. Increase in the standards of the central management in the sense of 
strengthening the elements of goal-oriented type approach to the development 
ot federal plans and goal-oriented programs which are the basis of macro- 
economic balances and thus serving as a basis, possibility, or limitation 

in the effective participation in international economic processes; imple- 
mentation of the principles of selective policy in the sense of support for 
highly effective, particularly pro-export, pro-integration programs under a 
concurrent radical cutback in ineffective programs, 




















3. Formulation and development of individual management elements, particularly 
taking advantage of their potential to contribute to the achievement of the 
mentioned pro-export pro-integration developing economy and the achievement 

of growth of its export performance. 


4. In the area of the plan and its methodology, we are primarily concerned 
about the achievement of greater flexibility of indicators; especially in 
the relation to changes in external economic relations and about expanding 
the role, the significance, and obligatory character of its indicators; 
expressing their effectiveness, including its effectiveness in foreign 
{trade] relations. 


5. ia the area of khozraschet relations we are concerned with the implementa- 
tion of the khozraschet responsibility principle of the VHJ and enterprises 
for the results of their economic performance tied to the increase in their 
authority in the development of the plans (particularly the annual plans) 

and the conditions for their implementation. This is tied to the averages 

of the results achieved in foreign economic relations by the VHJ and enter- 
prises, including linkage of the results to the formation of the wage and 
enterprise funds, but also decision processes in the framework of increased 
measure of independence of the enterprise-economic sphere as advanced by the 
Set of Measures. 


If the increase in the export performance is becoming one of the basic 
conditions of a successful fulfillment of the economic goals of the 

party in the period of the Seventh Five-Year Plan, a condition for our 
survival in the world competition, then the effort for its achievement is 
an objective for every worker and manager in the production and foreign 
trade areas. 





CSO: 2400/357 
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CZECHOS LOVAKIA 


AGRICULTURAL PRODUCTION KEYED TO LAND AVAILABILITY 
Prague PLANOVANE HOSPODARSTVI No 6 82 pp 8-15 


[Article by Eng Jan Roubal, vice chairman of the Committee cf People's Control 
of the CSSR: "Agricultural Land -- an Irreplaceable Means of Production"; 
portions within slant lines in boldface] 


[Text] The Fourth Plenum of the CPCZ Central Committee which dealt with the 
current tasks in the development of our agriculture and nutrition particularly 
emphasized rational exploitation of our agricultural land fund, its consistent 
protection and continuous improvement, The development and current situation 
of the agricultural land fund which deserve special attention forced us to 
adopt certain radical measures, 


Situation of Agricultural Land Fund 


At present, in our entire state we have at our disposal 6,871,000 hectares of 
agricultural lands in relatively advantageous structure; arable lands repre- 
sent roughly 70.2 percent of the aforementioned acreage. The 20,600 hectares 
temporarily removed from agricultural production (for example, for construc- 
tion facilities or for mining of nonmetallic minerals) will be returned to our 
agricultural system no later than 12 years from the date of the permit for 
their use for purposes other than agricultural. 


A more serious problem concerns 106,000 hectares of agricultural lands tempo- 
rarily uncultivated, although with the aid of appropriate technology and bio- 
logical measures those lands are suitable for agricultural production. They 
represent our major untapped resources, however, for the time being their 
recultivation is progressing slowly, while over the last 5 years their acreage 
has doubled in size. 


In fact, only 6,724,000 hectares of our lands are cultivated and thus, we have 
slightly over 44 ares of agricultural lands, or 31 ares of arable lands, per 
citizen. That is not much in view of our country's high food consumption and 
considering that on those 44 ares of agricultural lands our agriculturists 

must produce for every citizen on the average more than 80 kg of meat, 112 
litres of milk, 8 kg butter, 311 eggs, 38 kg sugar, 71 kg of vegetables, 48 kg 
of fruit and other necessary agricultural products, such as oleaginous crops, 
legumes and so forth. This, however, is not a matter of statistics alone. The 


ll 














scarcity of agricultural lands is further evident where it concerns actual sup- 
plies for the needs of production. 


/Over the past five-year plan we were importing annually extensive amounts of 
grain and corn mainly from the nonsocialist countries, which caused consider- 
able hardship for our foreign economic relations; in 1976-1980 we spent more 
than Kes 17 billion in hard currency for such imports. 





/Furthermore, during the same period we procured annually from nonsocialist 
countries on the average Kcs 2.7 billion worth of protein in the form of forage 
cakes and fish meal, although we are quite able to obtain protein of vegetable 
origin by producing more legumes and by utilizing secondary raw materials for 
the production of torula yeast; our country has sufficient domestic resources 
for the production of vegetable proteins that thus far have not been fully 
utilized, / 





Nonetheless, these are far from all the consequences of underutilization of 

our land fund; in recent years we procured annually in socialist and partly 

also in nonsocialist countries large quantities of fruits and vegetables for 
whose production we have appropriate conditions in our own country. 


In the future we cannot afford this burden on our foreign trade and balance of 
payments. No country can draw incessantly from external resources for direct 
consumption, We, too, must use our hard currency primarily for raw materials 
necessary for our production and for import of advanced technology. For that 
reason, we must utilize our domestic resources very carefully and efficiently, 
and that includes our land as well. 


More than Kcs 27 billion in hard currency over the five-year period and Kes 5 
billion in hard currency annually -- that calls for more than serious think- 
ing by our national economists in central agencies and of every official of our 
agricultural enterprises; this is an imperative demanding appropriate steps. 


/The solution is twofold. First, it concerns further intensification of our 
agricultural production, better yiclds and more efficient livestock produc- 
tion. However, better exploitation of our agricultural lands and expansion 

of their acreage are no less important for higher overall production, and pre- 
cisely in that direction we have ample unused potential. / 


Development of Land Fund Thus Far Has Been Very Unfavorable 


It is a disturbing and even alarming fact that our agricultural lands have 

been considerably diminished year after year. Over the past 10 years they 
decreased more than 241,000 hectares, of which 79,000 hectares were arable 
lands; this means losses of gross agricultural production in the value of about 
Kes 2.8 billion annually. If we consider that as of 1 January 1981 all agri- 
cultural lands in North Bohemia Kraj amounted to 397,000 hectares, in West 
Bohemia Kraj to 528,000 hectares, and in North Moravia Kraj to 564,000 hectares, 
the above-mentioned deficit offers a graphic example of the acreage lost. 














During the Sixth Five-Year Plan, 192,000 hectares were removed from the agri- 
cultural land fund, 18.3 percent for capital investment, 43.3 percent for 
transfer to forest lands, 36.3 percent to the so-called “other areas" (devas- 
tated and waterlogged lands), and 2.1 percent for mining purposes. It is 
significant that more than half of the areas released for capital investment 
were arable lands, frequently of the best quality. 


Most of the 45,000 hectares of agricultural lands were transferred to the cate- 
gory of forest lands, primarily in the SSR, during the 1980 survey, mainly 
because many agricultural organizations had for some years ceased to cultivate 
hillsides, remote and often also partly eroded lands near forests, but failed 
to report the changes in their cultivation. The comparison between the actual 
State of the land and the records of the land fund regarding them had to be 
resolved during the survey. 


Nevertheless, it is obvious that many lands could still be used for agricul- 
ture; therefore, okres national committees are reviewing the results of the 
survey in order to reduce the transfers of agricultural lands to forest lands. 


Causes of High Losses of Agricultural Lands 


The regulations of Law No 124/1976, of the Digest on conservation of the agri- 
cultural land fund have not been consistently implemented; they have often 
been interpreted loosely and on many occasions violated, for which both agen- 
cies for conservation of the agricultural land fund and applicants for the 
removal of lands from that fund must bear the blame. 


Agencies for conservation of the land fund, particularly national committees, 
have failed in many instances to show coneern about adequate expansion and 
improvement of the fund's structure, benevolently approved changes disadvan- 
tageous to cultivation and with some exceptions, have not enforced at all 
measures such as penalties which they may impose against organizations, or as 
the case may be, individuals, for violations of the law and for underutiliza- 
tion of the lands. Although specially protected lands may be removed from the 
land fund only in exceptional cases, in practice their removal has become 
almost routine. Numerous buildings have been erected on arable lands and 
nonagricultural lands have not been much in use for construction. 


Most investors failed to meet their duties in also presenting, along with their 
applications for the release of the land, proposals for alternative location 
of their projects and their economic assessment. Agencies for conservation 

of the land fund were subjected to various pressures which they frequently 
failed to overcome. 


Feonomic policies based on the law, i.e., levies for permanent removal of lands 
from the land fund and the so-called economic charge, failed to affect the 
investors’ selection of lands; the investors were quite able to pay the levies, 
and preferred to pay them if they could get hold of lands on level ground with 
good potential for the foundations and with other advantages, and were not 
bothered in the least that this was frequently the most fertile soil. The 
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previous system of financing capital investment did not pose any special prob- 
lems for them, even if they had to pay higher taxes for top-quality land. The 
provisions of the law were applied only in isolated cases when the investor 
was obligated to recultivate other land in return for agricultural land re- 
leased for capital investment. 


Nonetheless, in certain dist’ ::°s, national committees and agricultural orga- 
nizations and agencies implem ’ the law with persistence and responsibility. 
Their agricultural lands have not been appreciably reduced and in some areas 
the acreage had even increased, as for instance, in Komarno District and else- 
where. 


The Roots of Improper Practice 


Numerous agencies whose duty it is to protect our lands, as well as applicants 
who requested land for other than agricultural purposes, failed to appreciate 
fully the importance of the initial provision of the law stating that the 
agricultural land fund is a fundamental natural resource of our country, that 
it is an irreplaceable source of food for our people, and for that reason, 
that its conservation, improvement and expansion are among the primary tasks 
of all of our society. 


The law stipulates above all that nonagricultural lands must be used for agri- 
cultural purposes, that lands may be removed from the agricultural land fund 
only in cases of absolute necessity justified by social interests, and as 
concerns specially protected lands, only for investment of extraordinary im- 
portance or for mining. Nevertheless, in implementing the law the interest of 
our whole society used to be eclipsed by the interests of a community, vil- 
lage, town, district or a particular enterprise. This benefited the community 
or enterprise but it led to losses in production which affected all of us. 


Investors exerted special efforts to justify their applications for land but 
hardly any efforts to recultivate other lands. Cases when land was treated as 
completely worthless were far from rare. Under such circumstances, we should 
not be surprised that the objective of the law has never been achieved. 





How to Proceed with Conservation and Improvement of Agricultural Land 


The preceding development of the agricultural land fund and the unsatisfactory 
situation concerning its exploitation called for drastic measures. Based on 
the results of a review, the federal government adopted on 22 October 1981 
Decision No 292 which made the process of conservation and improvement of the 
agricultural land fund more stringent. In the same vein, the governments of 
both republics stipulated specific tasks for the agricultural land conserva- 
tion agencies, appropriate ministries and councils of regional national com- 
mittees. 


/First of all, it was decided that insofar as vital interests of our society 
make it necessary to release land for capital investment, the public organiza- 
tion as the investor is obligated to recultivate at its own expense other, 














thus far uncultivated lands according to the principle of a hectare for a hec- 
tare. No exceptions will be permitted from the implementation of this measure. 
In addition to releasing lands for realignment of streams, rivers and for land 
reclamation to the benefit of the agricultural land fund and to improve the 
fertility of the soil, the duty to recultivate other lands will apply to all 
investors so long as they are public organizations and thus, also in cases 
where agricultural lands must be released, for instance, for the construction 
or reconstruction of communications and other line-construction projects. / 


Process of Recultivation 


The agency for conservation of the agricultural land fund stipulated recultiva- 
tion of lands as a precondition for releasing lands from the land fund for 
capital investment; the investor will recultivate the land at his own expense 
or, in the preliminary stage of capital investment, the investor will negotiate 
recultivation with some other organization, usually a construction company, 

and conclude an economic agreement in that respect. The investor's duty is to 
provide all financial funds, supplemental investments, preparatory and plan- 
ning documentation and appropriate technical and biological recultivation, so 
that the technical part of recultivation be finalized no later than at the con- 
clusion of the construction works; the investor may make provisions for bio- 
logical recultivation in the form of subdelivery by some agricultural organi- 
zation, usually the one which will be given the recultivated lands for its 

use, or by an enterprise of agricultural services. 


One may ask why is it necessary to impose such duties on the investor. Up to 
now, agricultural enterprises of land-reclamation cooperatives were in charge 
of recultivation and reclamation. However, due to the shortage of capacities 
at the disposal of such organizations their work was progressing slowly and 
thus, according to preliminary estimates, all lands in the CSR which are tem- 
porarily not in cultivation, i.e., 94,000 hectares, were not expected to be 
returned to regular cultivation until the year 2000. We cannot leave those 
lands barren for such a long time; soon they would become completely devas- 
tated and would have to be removed permanently from the agricultural land fund. 


Other branches of our national economy must help with recultivation. As for 
construction organizations, we proceed from the fact that launching of new 
construction projects will be restricted in the Seventh Five-Year Plan and 
thus, the machinery operated by construction organizations may be efficiently 
used for recultivation. In any case, preparations must be made to achieve this 
social imperative. 


Regulations had to be adapted so that recultivation not be postponed by inves- 
tors during investment operations. In its amended Announcement No 105 of the 
Digest of 20 October 1981 on documentation for construction projects the 
Federal Ministry for Technological and Investment Development stipulated that 
technical recultivation be regarded as one of the objectives of the construc- 
tion program (its costs be included in Chapter III of the summary budget of 

the construction project); in effect, this means that before the construction 
project is approved and launched, the investor must assemble necessary docu- 
mentation, prepare the budget of outlays and prove that he had provided his own 
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or suppliers’ facilities for the process of recultivation. The costs of bio- 
logical recultivation will be included in Chapter XI of the summary budget for 
the construction project. The approval proceedings for the. construction pro- 
ject will set the terms for its completion, and furthermore, the final in- 
spection of the construction project will assess the quality of technical 
recultivation. 


Nevertheless, even here the appropriate agency for conservation of the agricul- 
tural land fund must follow the process of recultivation and if necessary, 
assert its authority; the investor may pay a fine up to Kes 500,000 if the 
conditions for recultivation of lands replacing the agricultural land taken 
over for capital investment have not been fulfilled. 


Economic Consequences of Mandatory Recultivation 


Naturally, the costs of recultivation of lands other than those on which the 
construction project is located will raise the costs of investments and con- 
struction and incur supplemental expenses. If agricultural lands are to be 
used for construction, the investor must be prepared to pay more; the budget 
for the constriction must include the costs of recultivation. Public conside- 
rations make this necessary in accordance with the Set of Measures for Improv- 
ing the Planned Management of National Economy. 


After all, when assessing the efficiency of capital investment, one cannot 
consider only the specific costs directly incurred by the investor but also 
the costs our national economy must bear for the loss of agricultural land. 
Therefore, the determinant must not be the interest of the enterprise but the 
public interest. 


/The following fact demonstrates how important are the interests of our society. 
One ton of imported wheat now costs as much as Kes 3,200 in hard currency. We 
must realize that abroad we cannot make payments in our currency but in goods 
which are often needed in our country. Furthermore, it appears that the cost 
of food, especially grain, is continuously rising in world markets. On many 
occasions, it has been stated that grain is a strategic raw material. Par- 
ticularly in recent times, world imperialicm has been using it for economic 

and political pressure and blackmail./ 


It is, therefore, necessary to compel our investors to deliberate whether to 
build on agricultural lands at higher costs or to expand production by construc- 
tion on nonagricultural lands, or by better utilization or reconstruction of 
existing projects and facilities. 


Return on Costs for Land Recultivation 





The question concerning payback on costs for recultivation must be mentioned 

in conjunct‘on with the efficiency of the stipulated measures. The per hectare 
costs of land temporarily not cultivated differ considerably according to the 
conditions and location of such lands. In past years, they were on the average 
in the range of Kes 50,000. If we count on only half of the intensity of 
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agricultural production to be achieved per hectare of the recultivated lands, 
we come to the conclusion that the investments will be paid back in 8 years. 
However, if we consider the rising prices of food and grain in world markets, 
we may speak of payback in about 4 years, which is advantageous. 


Nevertheless, it is undeniable that if those 106,000 hectares of temporarily 
uncultivated lands are to be returned to agricultural production in the CSSR, 
it will also be necessary to recultivate lands where the costs of recultiva- 
tion will be substantially higher. Considering the needs of our society, even 
those costs must be regarded as efficient investments. 


Our current economic system of agricultural management offers more advantageous 
conditions for profitable production in recultivated lands. It is assumed that 
at least initially they will be used to produce bulk fodder or for cattle 
raising; procurement of cattle has priority in adjusted procurement prices. 


More Efficient Economic Policies 


According to the regulations in force, it is the investor's duty to pay one- 
time cash tax to the State Fund for Land Improvement for lands permanently 
removed from the agricultural land fund. The amount of the tax is stipulated 
by regulation of the CSSR Government No 103/1976 of the Digest and differen- 
tiated according to the quality of the land. This duty remains valid in the 
future. However, the rate of taxes for permanent removal of lands from the 
agricultural land fund will be increased and a proposal for increasing the 
intensity of their economic impact is now being drafted. 


Such increases are necessary because the current rates no longer correspond to 
the intensity and value of our agricultural production. When determining 
their amount, the point of departure was the gross agricultural production 

per hectare of land expressed in standard 1967 prices. Since then, however, 
the intensity of our agricultural production has increased about 10 percent, 
and standard prices have risen about 25 percent since 1980. In addition, the 
prices of agricultural products in world markets continue to rise. 


Apart from that, we must bear in mind that taxes in their sum total cannot cover 
the financial subsidies granted to agricultural organizations for recultiva- 
tion and reclamation of lands and thus, for instance, in 1980 the state fund 

for soil improvement in the CSR had to be subsidized with Kcs 435 million from 
the state budget. A change in the payment of taxes will be proposed in 1982 in 
order to restrict the removal of lands from agricultural production. 


Other Measures Adopted 


It is stipulated that following the completion of basic physical inventories 
agricultural lands must not be reclassified as temporarily uncultivated lands 
and included in the forest land fund or among lands unsuitable for agricultural 
cultivation without appropriate survey and economic analyses by agronomists and 
soil experts, If confirmed that certain lands cannot be used for agricultural 
production, their removal from the agricultural land fund may be permitted only 
under the condition that other lands of the same acreage be recultivated. 
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/A rigorous procedure will be applied to specially protected lands -- arable 
lands of the first- and second-quality category, and if a particular village 
lacks such lands, then to arable lands listed in the two top-quality cate- 
gories, to arable lands with investments made to improve agricultural produc- 
tion, to hops gardens, vineyards, intensively cultivated orchards and agri- 
cultural areas. In principle, such lands must not be removed from agricultural 
production; in individual instances where it may be imperative for the satis- 
faction of vital needs of our society, it may be done only with the approval 
by the government of our republic./ 


The CSR Government has stipulated that its approval is required in all cases 
where specially protected lands are to be removed from the agricultural land 
fund, with the exception of lands with buildings located on the territory of 
communities as of 1 September 1966, isolated plots of very small acreage, 
lands needed for canalization of brooks and rivers and for land-reclamation 
programs, lands included in reassessed territorial plans and temporarily 
removed from agricultural production. All other proposals concerning removal 
of specially protected lands from agricultural production must be submitted to 
the government of the republic by the Ministry of Agriculture and Food or by 
appropriate regional national committees for consideration, provided that 
those instances had not rejected them. 


It is necessary to review and reassess approved territorial plans of towns and 
villages, if they intend to expropriate specially protected lands, and to make 
certain that housing construction, or as the case may be, small industrial 
facilities -- so long as they do not endanger the environment -- be located 
within the community limits according to the situation of 1 September 1966, 

in clearings and on nonagricultural lands. However, this reevaluation of ter- 
ritorial plans is progressing very slowly and therefore, it was decided to 
acquire work forces necessary for that purpose, to adopt more stringent cri- 
teria, and to weigh very scrupulously the necessity of expropriating lands for 
territorial development of a town or for a housing development. 


Current needs of conserving the agricultural land fund, protecting and expand- 
ing municipal greenery and, as much as possible, also maintaining small private 
gardens, call for changes in common attitudes and in programs for preservation 
of outdated projects, including obsolescent housing. 


The governments, therefore, stipulated that the opportunities for preservation 
of obsolescent housing be projected in the concept of housing policies and 
comprehensive housing construction for the Eighth Five-Year Plan, to open free 
areas for capital investment and in particular, for housing construction; at 
the same time it instructed that focusing on this objective even during the 
Seventh Five-Year Plan, exceptions from general prohibition of demolitions be 
permitted. 


The concept of high-rise construction projects should be reassessed according 


to new criteria and its economy, including the required machinery and construc- 
tion technology, should be reevaluated, 


18 














Interest of Economy in Expansion of Small Production Facilities 


In view of the high costs of imports and of extensive investments in agricul- 
tural mass production, the development of small agricultural production on 
lands unsuitable for mass-production economy, based on personal achievements 
of private producers and breeders, must be regarded as an important untapped 
asset. In this respect, our governments set forth specific measures promot- 
ing production even in small areas and on scattered lands in towns, villages 
and their closest environs, as well as on the premises of industrial plants 
that are not efficiently utilized. 


As soon as possible, national committees and agricultural organizations must 
locate such areas and in cooperation with public organizations, particularly 
with the branches of the Gardeners’ Association and with the Association of 
Small Livestock Breeders, discuss the best ways of using such lands with our 
citizens. Opportunities are thus offered to many families to grow vegetables 
and fruit on such lands or to raise livestock for their own needs as well as 
on contract. 


Our governments also decided to provide preconditions for rational exploita- 
tion of small areas. Producers whe market their own products are exempt from 
the agricultural tax. Procurement and supply organizations will provide small 
producers with the needs for raising the livestock, sowing, planting, and 

with seedlings, fertilizers and chemicals; pertinent industrial ministries 
will manufacture and supply the necessary tools and small mechanical appli- 
ances. National committees will organize markets and stands for sale of 
fruits and vegetables right in public markets. 


These sources of supplies of meat, fruit and vegetables for our citizens are 
far from negligible. For instance, in the SSR meat production was organized 

on the basis of contractual fattening by private contractors, which contributed 
to the procurement o* slaughter cattle for consumer inventory. In 1981, deli- 
veries of beef cattle from private cattle breeders amounted to more than 3,600 
tons, almost 4.5 times more than in 1979; deliveries of pork were up from 52 

to 278 tons, of sheep an@ lambs from 73 to 404 tons, and of rabbits from 656 

to 1,678 tons. 


Private gardeners in the SSR are producing on the average 150,000-200,000 tons 
of vegetabtes annually (1i.e., roughly one-half of total production), of which 
about one-third is for procurement. Furthermore, they raise 100,000-200,000 
tons of fruit (about 70 percent of total production), of which on the average 
50,000 tons are procured. 


The situation in the CSR is analogical. In 1981 private cattle breeders and 
producers delivered more than 12,000 tons of cattle, 153 tons of hogs, more 
than 3,000 tons of goats and sheep, 37,000 tons of vegetables and almost 43,000 
tons of fruit. 


/The purpose of all adopted measures is to reduce the loss of agricultural lands 


over the next 2 years, to stabilize the land fund, and to expand its total area 
systematically by the end of the Seventh Five-Year Plan, on the condition that 
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not only our agricultural organizations, agencies for conservation of the 
agricultural land fund and national committees but alse investors, state, 
cooperative and public agencies and organizations as well as all citizens 
become concerned about the conservation and improvement of our agricultural 
land,/ 


9004 
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LAW ON EXECUTION OF 1981 BUDGET PUBLISHED 
Budapest MAGYAR KOZLONY in Hungarian No 40, 5 Jun 82 pp 706, 707 


[Law No I, 1982, Concerning Execution of the 1981 Budget of the Hungarian 
People's Republic] 


[Text] Taking into consideration the provisions of Law No Il, 1979, concerning 
state finances, the National Assembly passes the following law: 


Chief Sums 


l. The National Assembly approves the report concerning execution of Law 

No IV, 1980, pertaining to the 1981 budget of the Hungarian People's Republic 
with receipts of 472,552,000,000 (four hundred seventy-two billion five 
hundred fifty-two million) forints, with expenditures of 482,052,000,000 (four 
hundred eighty-two billion fifty-two million) forints, and with a deficit 

of 9,500,000,000 (nine billion five hundred million) forints. 


Breakdown of Receipts 


2. Taxes and other payments by enterprise management organizations--not 
counting payments in Section 3--totaled 331.59 billion forints, 70.2 percent 
of all receipts. 


3. Social insurance and pension contribution payments by enterprise 
management organizations, budgetary organs and the populace totaled 63.75 
billion forints, 13.5 percent of all receipts. 


4. Taxes and fees paid by the populace totaled 10,336,000,000 forints, 2.2 
percent of all receipts. 


5. Receipts of budgetary organs totaled 33,569,000,000 forints, 7.1 percent 
of all receipts. 


6. Various receipts from international financial contacts, credit operations 
ana -‘her sources totaled 33,307,000,000 forints, 7 percent of all receipts. 
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Breakdown of Expenditures 


7. The sum charged to investment, supplementing the finances of council 
developmental funds, state support for private housing construction, 
circulating fund allocations connected with individual state investments, 
supplementing enterprise developmental funds and central stockpiling came 
to 59,691,000,000 forints, 12.4 percent of all expenditures. 


8. The sum turned to tax rebates and supports aiding the production and trade 
of enterprise management organizations came to 144.52 billion forints, 30 
percent of all expenditures. 


9. The sum used for social insurance tasks, including family supplements, 
sickness benefits, child care and other cash aid, therapy services, pensions 
and other services, came to 90,419,000,000 forints, 18.8 percent of all 
expenditures. 


10. (1) The sum turned to the tasks of budgetary organs came to 
150, 112,000,000 forints, 31.1 percent of all expenditures. 


(2) The sum contained in paragraph (1) is divided as follows according to 
chief tasks: 


for health and social tasks, including maintenance of hospitals, ciinics and 
other in-patient and out-patient institutions, for maternity, infant and child 
care, public health and epidemiology services, for other health and social 
purposes and for contributions connected with operating resorts, 
23,444,000,000 forints, 4.9 percent of all expenditures; 


for cultural tasks, including maintenance of primary, secondary and higher 
education, scientific research, public culture, art, child and student 
welfare institutions and sport installations, 44,106,000,000 forints, 9.1 
percent of all expenditures; 


for defense, 19.08 billion forints, 4 percent of all expenditures; 
for law and security, 11,832,000,000 forints, 2.4 percent of all expenditures; 


for central and local administrations, 7, 386,000,000 forints, 1.5 percent of 
all expenditures; 


for the road and bridge maintenance, city and town management, agricultural, 
water management and other economic tasks of budgetary organs, 33,029,000,000 
forints, 6.9 percent of all expenditures; 


to renew the fixed assets of budgetary organs and to carry out other tasks, 
11,235,000,000 forints, 2.3 percent of all expenditures. 


ll. The sum used to meet international payment obligations, pay off domestic 
credits, pay interest and carry out other budgetary tasks came to 37.31 
billion forints, 7.7 percent of all expenditures. 


22 














Fulfillment of Prescribed Sums by Central Budgetary Organs 


l2. The National Assembly takes cognizance of the fact that within the 
framework of the sums designated in Section 1 the central budgetary organs 
constituting an independent budgetary heading, in their connection with the 
State budget, exceeded the prescribed sums for payments into the budget by 
217 million forints and, in the sphere of budgetary supports, failed to meet 
the prescribed sums by 2,533,000,000 forints; fulfillment--by heading-- 
developed in accordance with Attachment No l. 


Support for the Operating Budgets and Developmental Funds of the Councils 


13. The National Assembly takes cognizance of the fact that the state 
contribution to the operating budgets of the councils was 2,897,000,000 
forints more and that the state contribution to the developmental funds of 
the councils was 1,766,000,000 forints less than the sums established in 
point c, Section 16 and point c, Section 17 of Law No IV, 1980; fulfillment-- 
by capital, megye and megye rank city council--developed in accordance with 
Attachment No 2. 


Miscellaneous Provisions 


14. The National Assembly approves the activities of the Council of Ministers 
and the minister of financial affairs performed in the interest of execution 
of the 1981 budget on the basis of the authority contained in sections 19 and 
20 of Law No IV, 1980, and approves of the fact that in the course of this 
receipts failed to meet the prescribed sums by 5,348,000,000 forints while 
expenditures failed to meet the prescribed sums by 348 million forints. 


L5. The Council of Ministers is authorized to assume loans to cover the 
deficit in accordance with Section l. 


l6. This law goes into effect on the day of its promulgation. 


Signed--Pal Losonczi, president of the Presidential Council of the Hungarian 
People's Republic 


Signed--Imre Katona, secretary of the Presidential Council of the Hungarian 
People's Republic 


8984 
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23 











HUNGARY 


INDUSTRIAL PERFORMANCE FOR 1982 FIRST HALF REPORTED 
Budapest MAGYAR NEMZET in Hungarian 25 July 82 p 3 
[Article: "The First Half-Year in Industry"] 


[Text] In the first half of the year, the improvement predicted last year 
for the world economic situation have not come about. Increased activity on 
the foreign market has not yet occurred, resulting in further decline in the 
development of domestic industry's foreign trade factors and meant less 
favorable marketing possibilities. Well-known, politically-motivated dis- 
criminatory measures further hampered fulfillment of the first half year 
plans. The following is an excerpt from comments by the director of Enter- 
prise Supervision Affairs Main Department of the Ministry of Industry, Pal 
Zsednai, on industry's management and experience in the first half of this 


year: 


"Despite the unfavorable circumstances, industrial enterprise production 

improved in the second quarter, and during the half overall--improved on the 
average by almost 2 percent satisfactorily according to plans. Among the 
industrial branches, production grew most dynamically in the machine and chemical 
industries. According to first half year statistics, domestic consumption rose 
and non-ruble exports declined somewhat, considering all of industry. However, 
exports to socialist countries increased dramatically." 


Among the industrial branches, only the machine industry achieved greater 
growth on the non-ruble markets. Unfavorable foreign trade conditions greatly 
impeded non-ruble exports. The weaknesses of enterprise management also played 
a part in the development of exports. Efforts to improve industrial com- 
petitiveness, accommodation to stricter requirements, and market-oriented 
management were unsuccessful. The Ministry of Industry put forth several 
measures which will bring about positive changes to increase exports, in the 
second half of the year. Industrial enterprises are examining how they can 
increase non-ruble exports with their idle capacity, as opposed to the original 
regulated capacity. This action will continue throughtout the year, and where 
possible, industrial will institute measures to increase capitalist exports 
further. Marginal world-market profits and the consequent price decreases 
indicate that mre coordinated and strict actions are required of the economic 
direction system. The economic regulations that took effect July 1 [1982] in 
part, express this need. 
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In terms of reinforcing the ratios of consumption of national income, it is 
the important task of industry that investments should not exceed proscribed 
amounts. In state investments, they were not exceeded, yet the individual 
enterprises’ investments continued to go beyond the planned. Central regula- 
tions, both currently effective and under preparation, will probably stem or 
even stop this unfavorable process. 


During the first half of the present year, decreases in the number of industrial 
workers continued. The growth in wages and incomes exceeded proscribed measures 
in the first half. The rate of growth will evidently become more measured in 
the second half, and thus personal incomes will foreseeably develop in accor- 
dance with economic policy goals. 


The Ministry of Industry will follow the development of economic processes 

with special interest for fulfillment of the tasks of the second half. The 
Ministry is prepared to take swift appropriate action, along the way, primarily 
to increase non-ruble exports, to moderate imports, and thus to improve the 
balance of the national economy. 


9890 
CSO: 2500/1 
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HUNGARY 


BANK REPORTS EXPERIENCE WITH STIFF CREDIT POLICIES 
Budapest FIGYELO in Hungarian 19 Aug 82 p 4 
{[Excerpts: Bank Reports Marketing Difficulties and Stiffer Credit Oonditions] 


[Text] Amid more difficult economic conditions, the Hungarian National Bank 
strove in the first six mnths of the year to help by its own means a strength- 
ening of desirable economic and financial processes. It tightened its credit 
practices in order to moderate the accumulation (investment and stockpiling) 
efforts of the economic organizations. It set itself the goal of assuring 
under the more difficult market circumstances the financial conditions for the 
production of marketable products without having an increase in liquidity 
bring on unjustifiable inventory growth. Already in the first half of the 
year, the decline in world market prices raised the necessity of revising the 
forint rate of exchange in order to stimulate exports and to make imports 
rationally more expensive. (Modification of the exchange rate occurred in 
July.) 


Liquidity Problems 


Thus far this year, some of the enterprises were able to adjust better to the 
altered economic conditions, but for others the worsening of conditions 
created problems that are difficult to overcome, and this resulted in an in- 
creased differentiation. In general, the liquidity of the economic organiza- 
tions was weaker than last year, there are mre problems than before with 
ability to pay, and this has also caused difficulties in the fulfillment of 
obligations by the delivery enterprises. In response to the tighter measures, 
the lack of ability to pay is permanent in the case of enterprises that are 
finding it difficult to adjust to the economic conditions. 


The demand for wrking capital credit was stronger in the first half of the 
year than the year before, and this is related to the more difficult marketing 
conditions, the slower returns on the countervalue of delivered products, and 
the necessity of replenishing--including increased reserve funds--at a faster 
rate. In the second half of the year the bank granted only the most justified 
requests, and by the end of the second half of the year the development of 

the credit stock had become balanced. 


In the first half of the year the economic organizations requested 8 percent 
more working capital credits than last year. The 235 billion forints that 
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were granted exceeded last year's sum by 2 percent. Of this, 209 billion 
forints was for new credits, and the remainder for the renewal of previously 
granted loans. The total sum of the requests that were denied increased by 
more than one and one-half times, and in the first half of the year came to 
more than 28 billion forints. The stock of credit requests under processing 
also rose. Some of the requests that are awaiting decision will be judged by 
the bank in light of the semiannual balance data. 


Of the newly issued credits, 106 billion forints went to the industrial sub- 
branches (including the food industry), 22 billion forints to the construction 
industry, 36 billion forints to state and cooperative agriculture, 42 billion 
forints to commerce, and 3 billion forints to other sub-branches. 


Most of the credits (97 percent) were granted on a short-term basis. The 
economic organizations used 53 percent of these credits (4 percent less than 
last year) for financing a temporary increase in inventories, 14 percent for 
t-@porary and permanent lack of sources, 13 percent for credits to nonruble 
account exports outstanding, and 20 percent--10 billion forints mre than 

last year--for solving liquidity problems, for rendering wages payable from 
loans, and other purposes. The increase in the credit stock during the elapsed 
six-month period exceeded last year's stock by 1.6 billion forints. 


The repayment periods stipulated in the short-term loan contracts--in harmony 
with the goals--were shortened, and this is also related with the altered 
credit-grant attitude. Two thirds (last year, sixty two percent) of the 
short-term credits will come due within six months. The greatest increase 
was in the total credits granted for one to three months 


On basis of first quarter financing experiences, the bank reexamined, out of 
turn, the economic and financial justification of the existing credits. With 
its credit-granting means, the bank is seeking to prevent production for which 
there are no orders and the accumulation of nonmarketable inventories. It 
refuses to consider credits in the case of an unjustified increase in the over- 
all repayment time (futamidok), and it recalls a part of the credit if mre 

is formed at the enterprises than the resources approved at the time the 
credit was granted. 


Investment Credits 


In the first half of 1982 the balance situation of the economy strongly re- 
quired a stricter selectivity in investment credit demands and a speeding up 
of the repayments. It permitted 51 percent of the credits to the economic 
organizations at reduced rates. With these, it supported the increase in 
export commodity bases and the implementation of investments rationalizing 
energy consumption promoting the utilization of waste and secondary raw 
materials, and other preferred investments. 


In the first half year, enterprise investments increased at variation with 
the targets, but it may be expected to be moderated by measures already de- 
cided on which will make expansions more expensive (for example, the invest- 
ment tax) or will narrow the exisitng sources for this prupose. (for example, 
the blocking of the development fund). 
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MARKET CONTROLLERS MINDFUL OF ENTERPRISE INDEPENDENCE 
Budapest FIGYELO in Hungarian 12 Aug 82 pp 1, 4 


{Interview with Dr Ferenc Spilak, deputy chairman of the National Materials 
and Price Office, by Gabor Karsai: "Watching the Market] 


[Text] Market control activity consists of two parts, 
market organizing activity aiding the functioning of 
market automatisms and measures directed at solving in 
an operational way temporary tensions on the market 
which are expected or which have developed already. 
The ratio of these two activities and the harmony 
between the announced and applied methods signifi- 
cantly influence the attitude of enterprise leaders 
and the development of their entrepreneurial behavior. 
Gabor Karsai, of our journal, talked about this theme 
with Dr Ferenc Spilak, deputy chairman of the National 
Materials and Price Office. 


[Question] There is still quite a large degree of confusion among enterprise 
experts in regard to the concrete content and methods of market organization 
and operational market control. How do you explain iis uncertainty? 


[Answer] We are in the custom of defining market supervision as a constant 
watching of the factors having a short range effect on the domestic market, 
especially on supply and demand and on prices, and, on the basis of an evalua- 
tion of these factors, averting confusion in the market processes by means of 
economic and authoritative measures. Carrying out these tasks presumes the 
realization of market supervision viewpoints in annual economic planning. 


We have exercised market supervision functions in Hungary since we realized 
planned market control in the broader sense. The goal is to create conditions 
for the realization of a free, multichannel product trade system and for the 
proper functioning of the price mechanism, to create enterprise independence, 
responsibility and risk taking. So market supervision can use authoritative 
tools--including individual operational measures--only exceptionally, within 
the framework of the regulations and with a temporary character. 
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Market supervision is realized through market organization and market regula- 
tion. The former is primarily a central activity directed at developing orga- 
nizational frameworks for management, a market system and market forms aiding 
rational economic competition, at rationalizing the path of goods and at main- 
taining the general balance of supply and demand. This includes the organiza- 
tion of materials and energy conservation. 


The tools of market regulation are operational changes in the magnitudes of 
regulators having an effect on enterprise price policy, on prices, production 
and trade; the organization of tactical purchases and the possibility of the 
above mentioned exceptional interventions and, in the event of a more lasting 
imbalance, taking the product trading measures defined in the plan. 


As for your concrete question--that there is confusion among enterprise ex- 
perts in regard to tools and methods--I believe that this can be explained by 
the fact that in earlier years market supervision activity was embodied almost 
exclusively in the relationship between the enterprise and the authority exer- 
cising proprietary supervision but since 1981, with the reorganization of 
guidance, these ties have changed and today a national organ for market super- 
vision, the National Materials and Price Office, carries out directly all the 
furctions carried out earlier by the ministries. 


This change was not entirely smooth; the Price Office had to "learn" how to 
carry out the market supervision tasks. 


[Question] Have the spheres of authority been straightened out? 


[Answer] The government made a decision in this question in the recent past. 
The market supervision organ with national authority will continue to be the 
Price Office, but the branch ministries will carry out trading and market 
regulation tasks for some products. The Price Office will continue to provide 
market supervision for industry. The only exception is energy management, 
since the National Energy Management Authority is the tiarket supervision organ 
for production, distribution and use of energy. 


In every case where the measure to be taken in the interest of solving some 
market supervision problem exceeds the sphere of authority of the ministry 
exercising the market supervision right this organ should immediately initiate 
with the other authorized authority the taking of the necessary action, and 
must inform the Price Office about this. The responsibility of the Price 
Office extends to swift and unbureaucratic coordination of debates which may 
arise among organs exercising market supervision rights and it has the task of 
itself working out measures to resolve the disputed problems. If the coordi- 
nation is not successful the case must be submitted to the Economic Committee. 


[Question] What types of market regulation methods has the Price Office used 
thus far? 


[Answer] First of all we try to discover, in the process of planning, those 
points where the national economy and the enterprise thinking are not in synch. 
Knowing this, we decide on the methods to be used. We have found it correct, 
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even under the more difficult conditions of management, to strive to influence 
market problems with indirect tools. In 1981 the number of direct instruc- 
tions given to industrial enterprises decreased significantly as compared to 
the preceding year, and I consider this a great achievement. In addition, the 
market supervision organs have the right to give production or marketing in- 
structions only exceptionally, with a temporary character, and informing the 
government after the fact. More drawn out implementation requires the approval 
of the Council of Ministers. These rules have been in effect since 1975, but 
sometimes adherence to them suffered injury--primarily in a hidden form. I 
consider open operational measures in accordance with the regulations, for 
example, if necessary, applying quotas, to be better than illegal "pressure" 
on the enterprises. We have used virtually every more important element in 
the rich repertory of market regulation--influencing enterprise price policy, 
influencing the magnitude of regulators affecting trade, modiiying the magni- 
tude of regulators affecting trade, or initiating such modifications. 


We have used exceptional quantitative prescriptions, we have initiated. tac- 
tical purchases and sales, and we have made use of the possibilities given by 
constantly watching enterprise stockpiles and, among other things, influencing 
them with Council of Ministers’ reserves. 


[Question] In what way do the market supervision organs maintain contact with 
the enterprises? 


[Answer] Maintaining contact with the enterprises takes place in the form of 
organized information acquisition and consultation. This serves the working 
out of the national economic plan and its undisturbed realization. It is a 
crucial question for the mechanism-conforming operation of market supervision 
that state decisions appear for the enterprises not as direct instructions 
but rather in the form of planning, regulation and financing, as organic 
elements of the working mechanism. The clash between national economic and 
enterprise ideas takes place within the framework of plan consultations. 
Similarly, within the framework of consultations we try to discover tensions 
requiring action in the course of execution of the plans. For example, it 
was in this way that we clarified what had to be done with several machine 
industry enterprises using competitive price formation, enterprises which 
could not carry out the domestic price reduction required by the price mecha- 
nism. Last year, again within the framework of consultation, we called the 
attention of several clothing enterprises to the importance of domestic supply, 
and this year to fulfillment of export tasks. The price and product trading 
committees are important forums for obtaining information and preparing deci- 
sions; these committees are chaired jointly by representatives of the Chamber 
of Commerce and the Price Office. 





[Question] These plan consultations remind me strongly of those "plan juries” 
which developed during the past 5-year plan, and which have been frequently 
condemned since, at which ministerial organs gave an opinion, on the basis of 
national plan calculations, concerning the enterprise ideas, and the enter- 
prises were forced to treat these branch guide numbers and expectations vir- 
tually as plan figures. Do not the various consultations and harmonizations 
conducted with the market supervision organs violate enterprise independence? 
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[Answer] These consultations cannot be equated with the plan juries. The 
purpose of these conversations is not to pass judgment on enterprise plans but 
rather to settle some individual theme such as, for example, ensuring the 
primary material needed for the planned production or influencing the market- 
ing trends in accordance with the economic policy for the given period. I 
would like to emphasize that the market supervision organ cannot issue guide 
numbers or guiding principles binding on the enterprises. In the planning 
work, taking into consideration the enterprise experiences, a recommendation 
must be made for use of the assets needed to realize the economic policy goals. 
It is possible that, if need be, these assets will be modified during the year. 


I also consider it very important to force back the various forms of the 
"second" mechanism, also called the "black" mechanism—-guiding principles and 
expectations written down in the protocol or memoir, or just communicated over 
the telephone. It is just this purpose that is served by the fact that market 
supervision of the industrial enterprises is provided by the Price Office and 
not by the Ministry of Industry, which carries out proprietary supervision. 

So the industrial enterprises are not subordinate to the market supervision 
organ hierarchically, But there is still need for consultations with the 
managing organizations, because without this economic policy and economic 
guidance would become voluntaristic. 


[Question] With the exception of the Ministry of Industry, however, the pro- 
prietary function and the market supervision function have not yet been 
separated from one another, Indeed, an organizational unit dealing expressly 
with market questions was recently formed in the Ministry of Industry. This 
Suggests a standstill, or even a step backward. 


[Answer] I do not agree with this. The new commercial section created in the 
Ministry of Industry, which has very few people, has the task of developing 
the commercial policy and marketing work of the industrial enterprises, or of 
encouraging and influencing this activity. I consider it a step forward that 
the Ministry of Industry is dealing with the questions of marketing. 





It follows from the proprietary supervisory function of the ministries that 
they must carry out a number of tasks which are interdependent with market 
supervision. For example, they have the important task of aiding production 
which adjusts to market conditions, to solvent demand, or as we used to call 
it, developing a "demand controlled growth path.” It was on such a basis, for 
example, that they organized the manufacture of a number of articles in short 
supply and aided economical import replacement. What I find wanting is that 
we still find it difficult to break out of the traditional frameworks of 
enterprise organization, there are few new initiatives to encourage competi- 
tion, to carry out enterprise or branch tasks--for example, mediation. Deal- 
ing with marketing questions in this way does not mean an expansion of the 
sphere of tasks of the Ministry of Industry; in the future also the ministry 
cannot take product trading measures. 


At the same time the ministries have an important initiative-taking role in a 


number of questions connected with market supervision. For example, they can 
initiate with the Price Office the working out of measures aiding economical 
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capitalist export and import replacement and within their own sphere of autho- 
rity they can invite the enterprises to participate in such actions. And it 
follows from the proprietary supervisory rights of the ministries that, 
naturally, they will oversee how the fulfillment of these tasks progresses. 


The separation of the proprietary and market supervision functions in industry 
meant a great step forward, because the judging of the enterprises became more 
objective and their degree of dependence on higher organs decreased. It 

would be useful to proceed in this direction when modernizing the organiza- 
tional system of the national economy. I think serious thought should be given 
also to the findings of the most recent economics research which call attention 
to the importance of completely separating ownership and guidance activity, to 
the importance of the interest of the proprietary organization in long term 
profit, 


[Question] It appears that for the last year and a half the market supervi- 
sion organs have been occupied primarily with the operational problems of 
distribution and have had little time for conceptual steps aiding the func- 
tioning of the market automatisms, 


[Answer] Unfortunately there is much truth in this. But execution of the 
energy conservation program is under way already and the program aimed at 
rationalizing materials use has great significance also. We also have achieve- 
ments in economical replacement of capitalist import. 


I see great possibilities, for example, in the development of werehouse manage- 
ment also. There are very many poorly used warehouses in the country. We 
would like to create an interest in renting out warehouses. This would also 
ease those problems deriving from the fact that frequently the warehouses built 
in past decades are not owned by the organizations which could use them most 
economically. We would like to rationalize the operation of public warehouses 
also, 





Thus far there has been no improvement in contract discipline. Indeed, it ap- 
pears that, for example, the order issued by the Price Office several eyars ago 
concerning the prices to be charged for scheduled deliveries has had an effect 
opposite to the one intended. The shippers--in order to avoid giving price 
concessions--frequently refuse to sign the contract. They can get away with 
this because the superiority of the producers is still characteristic on the 
domestic market. 


Up to the end of 1980 however the Price Office practically never took the ini- 
tiative in the interest of developing a market system aimed at vitalizing com- 
petition--although this is an important part of market supervision activity. 
Beginning this year, however, these tasks have been increasingly in the fore- 
ground and we are participating in an organized way in the work of the inter- 
ministry coordinating committee under the leadership of the Ministry of 
Financial Affairs which has the task of coordinating organizational initiatives 
and measures aiding competition and of preparing government decisions connected 
with this. 











The positions taken by the Council of Ministers and the Economic Committee in 
regard to the exercise of market supervision functions have confirmed that the 
Price Office must deal with these questions more effectively than heretofore. 


The work cannot be directed merely at giving an opinion concerning planned 
organizational changes in accordance with some sort of market supervision view- 
point; rather, we must take the initiative in the interest of liquidating 
monopoly situations and we must support the creation of new undertakings which 
strengthen competition by improving supply. 


All this is needed in the sphere of production and trade alike. Just as an 
example I mention the measures under way in the area of an organizational 
modernization of services, the plans aimed at an organizational further deve- 
lopment of trade in consumer articles, and the simplification of the price and 
regulator system to aid the spread of new forms of undertakings. We have 
worked out a program to map the monopoly situations existing in many important 
branches of the national economys to lay the foundations for the measures 
needed in this regard and to review in a basic way the trade paths. We will 
begin to carry out this program this year. 
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HARD CURRENCY EARNED PREFERRED TO HARD CURRENCY SAVED 
Budapest FIGYELO in Hungarian 5 Aug 82 pp 1, 11 
[Article by Dr Tamas Draviczky: "Export Increase of Something Else?"] 


[Excerpts] One of the tools of improving the foreign-trade balance situation 
is the investment credit serving to expand nonruble accounted exports. Total 
expenditures by the investments being implemented by credit authorized for 
export expansion in 1981 at current prices was only about two-thirds of the 
average of previous years. 


By the early 1980's the major industrial enterprises had gone into debt. Mean- 
while, their economic operating conditions also changed, the regulators «+re 
modified, and this also affected credit conditions. Enterprise-development 
resources became restricted primarily in those areas where export increases 
could be hoped for. Therefore, when the loans were being evaluated, the ear- 
lier requirement of the mandatory extent of one's own resources was eliminated. 
Thus even those enterprises with no, or insufficient, resources of their own 
can also implement irvestments if during the repayment period the development 
resources formed by che investment's profits make it possible to repay the 
loan. 


The application of this repayment principle undoubtedly aids in selecting and 
implementing the most profitable developments, and increasing the loan amount 
makes it possible to better implement the national economic requirements 
through the bank's work. At the same time, this principle also causes contra- 
dictions in the lending practice which is based on contingencies of definite 
purpose and size. For investments authorized in 1981 the ratio of one's own 
resources decreased to less than half of the earlier at the expense of export- 
increasing loans, and the ratio of loans made from constructions increased 
from 56 percent in the time period of 1976 to 1980, to about 80 percent. So, 
while between 1976 and 1980 investments worth 178 forints could be made with 
100 forints of export-expanding loans and from one's own and other resources, 
only 120-130 forints' worth could be made on the developments authorized in 
1981, 


In the present plan period, loans must accept an increased role in increasing 
exports. Due to the limited opportunities, they will not be able to fulfill 
this task in 1981 (and expectedly also in 1982), primarily in industry. 

















Because of the time needed for implementing the investments, the loans autho- 
rized at the start of the five-year plan period will have a definitive role 

in the industrial exports of the years 1984-1985. But, in harmony with our 
opportunities to accumulate funds, loan authorizations and deliveries were 
slower in 1981-1982 than at the start of the yrevious plan period. The food 
industry appears to have the primary opportunities in the future—due to the 
characteristics of the industrial-investment process--for developments that can 
be implemented quickly, and which produce foreign-currency income within a 
short time. 


In the first five-year section of the "life path" of loans aimed at expanding 
the convertible export merchandise base when the loans are awarded, export- 
expanding developments enjoyed the advantage. It was an announced condition 
that 75-80 percent of the incremental capacities are to serve the increase of 
exports. In contrast with this in 1981--especially in industry--the substitu- 
tion of imports gradually gained ground in winning authorization. In earning 
hard currency and in saving hard currency pledged in the loan contract, the 
ratio of import substitution increased almost threefold. 


The cutback of the export-expanding intentions can be explained only in part 
by deteriorating market conditions, and our system of incentives also has a 
significant role in it, Import substitution gaining first priority was pro- 
moted by the fact that of the earlier loan conditions the mandatory specifi- 
catior of the minimum ratio of nonruble accounted exports was eliminated. At 
the same time, a system of requirements for authorizing loans which would have 
created truly identical conditiczns in the competition between export-expanding 
and import-substituting investments, was not developed. That is, the formal 
equality now provides definite advantages to import-decreasing developments. 


It appears that it is significantly easier to fulfill the loan conditions in 
the case of import substitution, primarily because of the characteristics of 
our price system and of the inconsistent application of our price system. 

Even though a special requirement of the loan policy guide principles against 
the substitution of imports is that the requirements applying to expanding 

the export-merchandise base should be equivalently applicable and controllable, 
and the products produced qualify competitively on the basis of the quality and 
profitability of the merchandise base, nevertheless the concrete evaluation of 
these conditions has problems. 





The loan construction's problems appear sharpest in judging profitability. At 
times, even that is not easy to decide about an action--particularly if it is 
aimed at the expansion of capacity--whether it qualifies as export expansion 
or import replacement. But in deciding profitability, this is a deciding fac- 
tor, if the export and import price levels of the product differ. 


What is involved here is not that the substitution of imported products is in- 
herently less profitable, or contributes to a lesser extent to improving the 
equilibrium of the foreign-trade balance. For example, according to last 
year's study by the Economic Research Institute, the energy-rationalization 
investments in the process of implementation (which can be considered as 
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special import-saving investments) from the profitability viewpoint are no 
less favorable than the investments expanding che traditional convertible ex- 
port merchandise base, and the same can also be said also about the invest- 
ments that process waste and secondary raw materials. 


The investments serving to decrease imports also have definite advantages. In 
general, increasing exports is possible in industry only with the implementa- 
tion of complete technology. In contrast with this, replacement of imports 
mainly of the less processed products can often be implemented even by resolv- 
ing a narrow bottleneck. There are opportunities to do this, because the 
enterprises, keeping the issuance of end products in mind, in many cases did 
not develop certain parts of the processing chain, or the technological stand- 
ards of these fall short of the production process as a whole. It is alec 
apparent from the investment loan applications that the investments aimed at 
reducing imports are technologically less involved, and as a consequence their 
implementation also requires less time, thus currency savings can be achieved 
sooner. From the ehterprise’s viewpoint, it is not a negligible circumstance 
that the risk is also less in saving imports. 


In order for the investments serving to substitute for imported products and 
those serving to increase exports to compete with each other under identical 
conditions, the above-mentioned characteristics of the import-substituting 
investments must be taken into consideration, and the loan conditions should 
be specified with due consideration given to them. Without this, at least in 
industry, these investments will continue to offer the enterprises an invest- 
ment alternative which is more advantageous than justified in contrast with 
the expansion of exports which is more progressive in many respects, but also 
more risky. 


The investments aimed at replacing imports are financed (at least in part) from 
an export-expansion loan fund of 65 billion forints. This undoubtedly de- 
creased the opportunities for increasing exports, without any change in the 
needs of the national economy in thts direction. 


Foreseeably, the industrial investments authorized in 198. will not be recover- 
ed by 1985 either from the net foreign-currency return decreased by nonruble 
accounted imports, or by that calculated without it. Clearly the reason for 
this is that a few investments require large expenditures and their implemen- 
tation times are long. These investments have outstanding significance and 
their profitability is also favorable, but the requirement attached to ir-est- 
ments for expanding the convertible export merchandise base--quick recovery 
from the net hard currency produced--is not fulfilled by them. Their authori- 
zation is explained by the fact that no other resources were available for 
implementing them. The other developments authorized in 1981 will be recovered 
by 1985 from the net hard currency production. Recovery is fastest in those 
branches where the average investment cost is low. 


The experiences of the 1981 authorizations also prove that earlier recognition 
that the opportunity for improving the balance of payments that can be achieved 
even over the short range, is ensured mainly by the smaller volume investments 
that can be quickly implemented. 
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However, decreasing the size of the investments and their implerentation times 
beyond certain limits involves dangers. The prime reason is not that it pro- 
vides advantages to the investments aimed at replacing imports, hut because-- 
due to the difficulties of socialist imports and of domestic machinery pur- 
chases--it may encourage the enterprises to further increase machinery imports 
from nonruble relationships that can be quickly implemented. It is question- 
able whether the currently specified loan condition (recovery within 4 years 
from the net hard currency production, including the implementation time for 
the investment) has not already stepped over the borders of optimality. 


The success of loan construction for expanding the convertible export merchan- 
dise base depends to a large extent on how well we will be able in the coming 
years to counteract the effect of unfavorable changes which occurred in the 
composition of the loans (investments) authorized in 1981. Therefore, on the 
basis of the proposal by the Hungarian National Bank, the National Planning 
Committee decided that the portion of the loan budget so far not used must be 
spent on small and medium-size developments that can be quickly recovered from 
the net hard currency produced. Advantage must be given to export-expanding 
projects, and in accordance with this loan requirements must also be modern- 
ized. Thus the Hungarian National Bank will in the future aid primarily in 
the implementation of export-oriented and quickly recovered developments with 
its loans, and of course, expects such applications from the enterprises and 
cooperatives. 
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HUNGARY'S COOPERATION AGREEMENTS WITH WEST VIEWED 
Budapest FIGYELO in Hungarian 5 Aug 82 p 11 


[Article by Dr Eva Blanar Somorjai: "The Experiences of Capitalist Coopera- 
tion"*} 


[Text] When improvement of East-West cooperation was put on the agenda in 
Hungary in the second half of the 1960's, it was expected that the capitalist 
cooperative projects would boost our technological growth, increase the 
efficiency of production and contribute to the creation of merchandise bases 
that would also be competitive on the capitalist market. Thus, cooperation 
is a tool to increase the economy's performance capabilities through its 
three main functions: obtaining technology, earning hard currency and 
gaining experience. 


Mostly Foreign Trade Affairs 


Cooperation between producers in the capitalist internation division of labor 
resulted in the expansion and proliferation of the sharing of similar work 
within the national economy. But the situation is unique in this country 

and in general in the CEMA countries because here the specialization and 
cooperation appeared as categories of international trade; thus, they are 
actually developing "from the outside, inward." As a result, international 
cooperation is a special transaction in the Hungarian economy that generally 
does not fit organically into the development strategy (if such a thing 
exists) of the enterprise and for the most part remains a matter of foreign 
trade. 


The cooperative agreements created between 1973 and 1975 were often motivated 
by efforts to cut imports on the Hungarian side, and to a significant extent 
they served to supply industrial growth of selected programs. The trend that 
is valid to this day, whereby the enterprises initiate the acquisition of 
such foreign know-how and technology as will help resolve bottlenecks in 

the enterprise, modernize production processes and improve the quality of 





*This article by the leader of the task force summarizes the research 
experience done in the MTA's [Hungarian Academy of Sciences] Institute of 
Economic Sciences. 
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subassemblies built into the end product, became characteristic during this 
period. These cooperative projects--generally stemming from the enterprise's 
initiative--do not produce spectacular results, but their effect is significant 
in increasing the product's exportability and in raising standards of 
technology and modernity. 


During the Fifth 5-Year Plan, the earlier cooperative goals were joined by 

the requirement for increased exportability, due to the increased deficit in 
the foreign trade balance. However, the course correction was made more 
difficult by the fact that most of our enterprises were not prepared to conform 
to the increasingly severe requirements of the competition, which manifested 
themselves in these ways: 





--there were insufficient technoiogical research results to satisfy the 
requirements of the capitalist market; 


--production capacity with high technological standards, adequate financing 
and improved quality were developed in only a few areas; 


--the general lack of foreign market sales channels, trade backing and 
services by the Hungarian enterprises limited right from the start the 
expansion of nonruble account export. 


As a result of all these things, in cooperative projects in our capitalist 
relationships, along with the ever more urgent need to increase exports to 
the capitalists--primarily the live Hungarian labor could be sold; that is, 
we developed capitalist cooperativeaprojects primarily in those areas where 
the opportunity existed to use techniques and technology not too far removed 
from the domestic level and in which the process of producing the cooperative 
product is not too material--and energy-demanding but is rather labor 
intensive and where the cooperation assured the sale of the product on 
nonruble terms by means of third market cooperation, subcontracting or 
repurchase. 


According to a less than comprehensive evaluation--covering machine, chemical 
and light industrial enterprises--based on the data of the Central Statistical 
Office, 116 Hungarian enterprises were participating in capitalist cooperation 
in 1975, 180 in 1980. Among the branches studies, the cooperative links of 
the chemical industry are insignificant, whereas the number of enterprises 
participating in capitalist cooperation in the machine and light industries 

is relatively large. 


Participation in Sales 

About one-half of all East-West cooperative contracts were made by Hungarian 
enterprises, but in examining foreign trade sales data it can be concluded 
that the ratio of cooperative export and import in total sales (in spite of 
variations by product groups) is small overall, about 4 to 5 percent, that 
is, the volume of the cooperative projects is generally small (for example, 
in 1981 their ratio of the total nonruble account sales, including 
Yugoslavia and the developing countries, was 5.1 percent and within this, 
5.4 percent in export and 4.8 percent in import.) 
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One of the characteristics of the cooperative contracts is that due to the 
problems of independent sales on the capitalist market, repurchasing plays an 
ever larger role in cooperative exports. (In the machine industry, in the 
export sales of products manufactured under cooperative contracts, the ratio 
of resale to the cooperative partner was about 56 percent in 1975 and almost 
86 percent in 1980.) And this means that the export increase achieved by 
cooperation was done not by actual expansion of the markets but by building 
up the sales channels. In this manner, the Hungarian enterprise from the 
capitalist partner's viewpoint fulfills the role of home worker with respect 
to the products and subassemblies or component parts in question, that 

is, the cooperation becomes a collaboration of a wage-labor character. 


What About Obtaining Technology? 


The main reason the wage-labor factor has gained prominence is that as a 
result of the need to improve the foreign trade balance, the enterprise is 
forced to show a dollar income even over the short range, and wage-labor and 
the repurchase arrangement are best suited for this. Thus, the aim of 
obtaining hard currency prevails over the acquisition of technology. 


Experience shows that cooperative projects that are mainly technology oriented 
are not profitable over the short range, but in general wage-labor that makes 
use of the existing capacities to earn hard currency is very profitable. The 
steady positive balance of cooperative sales at the national economic level, 
even though it is not too big, can also be credited to the wage-labor 
agreements. 


fhe technological know-how and equipment purchased within the framework of 
cooperation is characterized by reproduction of the available Western 
technology, which even in itself causes problems of competitiveness, 
especially when we buy product licenses. That is, pursuing imitation 
processes and technology means (‘hat we are following the imitators, for the 
most part, in introducing the minufacture of products that no longer have 
prospects on the capitalist marlet or will remain attractive for only a 

few years. 


However, purchasing the most modern techniques and techrology does not 
necessarily represent the solution to this problem; for the most part, we 
will not receive the truly leading achievements of strategic importance, 
but adapting them also presents problems, and the "development island" thus 
created would also not truly serve our economic development goals. A 
solution can be achieved only by making efforts to convert the acquisition 
of technology over the long range to earning hard currency through our own 
efforts, by making the information obtained earn interest and by further 
developing the domestic product and manufacturing process. 


Cooperation and the close collaboration of the partners may provide a more 
reliable foundation for fulfilling the demands of the capitalist market than 
do the “pure” license purchases, because the partner may also be interested 
in seeing that we use well and successfully the techniques he supplied. 
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However, there are also obstacles in the domestic economy in making progress 
on the basis of cooperation, because research and development, production and 
sales are separated in our organizational-institutional system, and therefore 
their interests also differ. For example, the foreign trade enterprise is 
interested primarily in a large volume of sales, but their cooperative 
departments or the cooperative speciality foreign trade enterprises are 
interested in the larger “piece work" of cooperative projects. The research 
institutions are not interested in adapting or cooperating on foreign 
licenses, because this does not count as creative work, but there is also 

no connection between research policy and license purchase policy. As a 
result, we often purchase licenses for which we have no realistic chance 

of further development. The limited nature of the financial means of the 
enterprises for development, as well as unsatisfactory innovative readiness 
and ability, also hinder exploitation of the advantages of cooperation. The 
short-range outlook does not force strategic developments; on the contrary, 
in its cooperative projects the enterprise often subordinates the development 
of its strategic product structure to its tactical goals. 


The balance of a decade and a half of growth of cooperative activity can be 
outlined as follows: 


Progress has been made through the cooperative projects compared with our own 
previous efforts, and thus domestic supply and the standards of our exports 
to the CEMA countries have improved. However, this progress has not been 
sufficient to either significantly narrow the “technological gap" or to 
significantly improve our competitiveness on the capitalist market. The 
need to increase capitalist export and the practice of simply reproducing 
available Western technology together resulted in our enterprises falling 
into increasingly subordinated positions, and in some cases into dependencies 
with respect to their capitalist partners, within the framework of the 
cooperative projects. 


Thus, the advantageous effects expected from cooperationdo not materialize 
automatically, but with the necessary care they can be built into an economic 
development strategy. However, it is also a condition for this that 
cooperation should be organically linked to the enterprise's strategy and 

its development determined not only by short-range considerations but 
decisively by longer range industrial policy considerations. 
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HUNGARY 


STATE RAILROAD'S FIRST HALF YEAR WORK EXAMINED 
Budapest NEPSZABADSAG in Hungarian 5 Aug 82 p 5 


[Interview with MAV [Hungarian State Railroad] Director General Zoltan Szucs, 
by P.M.: “About the Railroad's Work in the First Half Year") 


[Text] For heads of enterprises, the most interesting 
reading material nowadays is probably the balance report 
evaluating the results of economic operation and 
reflecting the work of a half year. This is what shows 
them how well they succeeded in fulfilling the plans and 
at the same time where and what measures are needed to work 
better and more efficiently in the coming months. The 
country’s largest enterprise is the MAV, which employs 
135,000 people; we talked with Director General Zoltan 
Szucs about the railroad's activities in the first half 
year and about future tasks. 


Fewer Passengers and Less Freight 


[Question] Statistics show that for many years fewer and fewer people travel 
by train. In recent years, freight transportation also declined. Yet, in 
this year's plan for the railroad, a modest increase of passenger and freight 
transportation is expected. How well were their goals fulfilled in the first 
half year? 


[Answer] The railroad transported almost 131 million passenger, 3.1 percent 
fewer than planned. Considering travel distances as well, passenger 
transportation’s performance is also lower--by 4.4 percent--than planned. 
There are several reasons for this. International passenger transportation 
significantly decreased, and passenger transportation between socialist 
countries fell to 60 percent of last year's first half. The number of 
people commuting to work daily by train was also less than last year, in 
which the increase in the use of public transporta:. ... the workers and 
the changeover to the 5-day work week played some pari. 


Freight hauling also fell short of the plan. We transported less, and the 
freight hauling performance is 90.4 percent of the plan. The shortage was 
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caused mostly by the strong decrease in international freight movement. 
Compared with last year, the performance of transient and import hauling 
decreased by more than one-fifth and that of export is almost seven percent 
lower. Domestic traffic is about five percent lower than planned. 


[Question] So in the first half year, passenger as well as freight 
transportation were lower than planned. How well were the demands of the 
passengers and of the shippers satisfied? 


[Answer] In passenger transportation, we have had some success in improving 
the quality of the services. We have increased the frequency of the trains, 
we are using more fast trains and express trains and on certain lines we have 
introduced the so-called rhythmic transport: for example, there is a train 
departing from Budapest for Miskolc every hour on the hour. We have 
compiled the new schedule with great care and after thorough preparatory 
work, and there are many more c.ianges in it than usual. This is understandable 
since with the changeover to the new work schedule travel habits have also 
changed on working days as well as on the days off. Travel conditions have 
improved somewhat, the cars are less crowded and we are transporting the 
passengers more on schedule. Of the 2,500 trains running daily, 50 to 120 
arrive late and the deviation from the schedule is 20 to 30 minutes late on 
the average. Of course, these are averages. On the lines where we are 
modernizing the track, for example between Budapest and Szekesfehervar or 
Budapest and Szolnok, some trains run much more behind schedule than this. 


In domestic freight transportation, early in the year the unfavorable weather 
hindered the work, the advance shipments also did not produce the expected 
result and the proportion of weekend loadings further decreased. It causes 
particular problems for us that the transmitting capacities of the border 
stations of the neighboring railroads are limited, so that we are often forced 
to limit the transportaion of freight. Thus, a contradictory situation has 
been developed in that even though we were hauling less freight, still 

there were hangups in transporting it. At the end of the second quarter, 
shippers did not always receive the cars they ordered on time, and there were 
also some delays because of this. All this, of course, caused problems on 
both sides--for our partners as well as for us. 


Smaller Profit 


[Question] With what economic results did the railroad close the first half 
of the year? 


[Answer] We achieved 75 percent of the planned profit, and the shortfall is 
close to 1.5 billion forints. Otherwise, due to the characteristics of 

the railroad--since the ratio of constant costs is high, about 80 percent-- 
expenditure decreased to a much smaller extent than performance. However, 
during the half year--as we have already mentioned--the performance of 
international freight hauling experienced a sharp decline and domestic 
traffic also decreased. Obviously, incomes have also significantly decreased 
because of this. The situation is different in passenger transportation: 
incomes are essentially the same as planned, because even though there were 
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fewer passengers, more of them wanted the costlier services: they bought 
tickets for express trains and for first-class cars. 


[Question] It is general knowledge that the budget contributes significant 
price subsidies to the cost of domestic tickets. How large is this 
contribution? 


[Answer] In the first half year, passengers traveling within this country 
paid 1,351,000,000 forints for railroad tickets, which was supplemented by 
the national budget in these 6 months by 3.4 billion forints. Thus, at this 
time there is a subsidy of 2.50 forints for each forint of fare income. In 
addition, 84 percent of the passengers also enjoy some kind of a discount; 
among these are, for example, commuters, the retired, children, state 
employees, students, railroad employees, people traveling to health spas and 
vacation locations--and I could go on and on with the list. The domestic 
passenger fares have not changed since 1951, while expenditures, especially 
energy, material and wage costs, have increased significantly during the more 
than three decades. Thus, the national budget is carrying a heavier burden 
each year. Since 1968, for example, the amount of fare subsidy for passenger 
tickets for the railroad more than tripled and last year exceeded 7 billion 


forints. 


[Question] Taking all this into consideration, what are the tasks before 
the railroad in the second half year? 


[inswer] We expect a small increase in performance in passenger transport, 
since traffic is heavier than usual during the summer months. For us to 
make the railroad more attractive, we must improve the quality of the 
services. For example, I spoke before about late arrivals. It is true that 
because of the track modernization work in many places the trains are 
justified in running slow, but is is also true that with more disciplined 
work, with more careful organization and directing of the traffic, we could 
achieve better results. In the vicinity of the capital city during peak 
times, especially in the morning and afternoon hours, the trains are 
practically touching one another, and at times like this even the slightest 
negligence will cause a chain of late arrivals. We cannot allow ourselves 
to let this happen. We are also receiving many justified criticisms because 
the trains and waiting rooms are often neglected and dirty. But cleanliness 
is a part of cultured travel, and we must achieve this as soon as possible. 


Things To Do Before the End of the Year 


We expect freight transportation to increase sharply in the second half of 
the year, especially in domestic and export traffic. We expect to have to 
transport 10 to 12 percent more freight in this period than in the first half 
year. As in each year, we are again preparing with special care for the 
autumn traffic, since that is when we haul agricultural products, heating 
materials, energy sources and merchandise made for foreign orders, which also 
presents a greater task. For the purpose of more uniform traffic and to make 
better use of the cars, we are encouraging weekend work also by guaranteeing 











railroad cars for shippers for Saturday and Sunday loading. Of course, 
improving the smoothness of transportation depends not only on the railroad 
but also on our customers. Preventing logjams and getting the shipments to 
their destinations with as little lateness as possible are in our common 
interest. 


We consider decreasing expenses and frugality to be important tasks for us. 
We are reviewing and itcreasing the strictness of track modernization and 
vehicle maintenance expenditures, and this way--mainly by decreasing the 
material costs--our expenses will be about 300 million forints less. We 
want to achieve savings of 50 million forints through more economical energy 
consumption. We will increase our profits by another 50 million forints 
through better organization of international railcar management and by 
improving the balance of car fees. But the main path to improving the 
enterprise's operation is not cost cutting by all means but rather by 
increasing transportation performances. The opportunity to do so will be 
there in the second half of the year as passenger and freight traffic 
increases. We are aware of this: To improve our results even amidst the 
more difficult conditions, we will have to be better organized and better 
disciplined and do more rational work, mobilizing all of our resources. 
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POLAND 


FINANCE MINISTER SPEECH ON BUDGET PUBLISHED 
Warsaw FINANSE in Polish No 1-2, Jan-Feb 82 pp 1-10 


[Presentation by the Minister of Finance during the session of the Commission 
for Plan, Budget, and Finance, 10 December 1981] in boldface 


[Text] Citizen Deputies, on behalf of the government, I would like to present 
the draft of the provisional budget for the first 5 months of next year. We 
are thus repeating the practice adopted last year. The circumstances of our 
economy fully justify this transitional solution. This solution is precipi- 
tated mainly by the introduction of economic reform, especially the reform in 
producer prices, and by the new principles in the enterprise financing system 
and the system of enterprise taxation. 


It is difficult at this time to consider properly all the results of these 
fundamental economic changes, The new revised draft budget can be presented 
only on the basis of enterprise plans, new prices, and computations of 
financial data from the first quarter. The period proposed for implementation 
of the provisional budget--the first 5 months next year--should allow you, 
Citizen Deputies, time for calmness and thoroughness in evaluating the budget 
in light of new circumstances, 


The draft provisional budget has been based on an estimate for the entire 

1982 budget. In principle, it amounts to 5/12 of the full year's budget, 
computed at present prices. The explanations of the provisional draft illumi- 
nate budgetary assumptions relevant to all 1982, Accordingly, Citizen Deputies, 
you can obtain a yardstick to compare the present budget with the budgets 

of the past years. 


The provisional budget addresses only the central budget. As far as local 
budgets are concerned, we propose following the example of last year's law on 
the provisional budget, to determine the portion of their revenues generated 
by local income and by subsidies from the central budget. This is possible 
because local budgets demonstrate greater stability of income and because their 
expenditures involve mainly social and cultural services and the communal 
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economy, where the magnitude of services has a fairly rigid character and is 
accurately determinable by the size of facilities (such as the units of health 
service, schools, etc.) and the extent of employment in those facilities. 
Thus, determination of budgetary expenditures for those purposes is both pos- 
sible and advisable. The expenditures, of course, will be recomputed in the 
middle of the next year to allow an adjustment for changes in prices but this 
will not change the policy of resource allotment determined by peoples’ 
councils. 


The draft of the provisional budget and the estimate of the budget for 1982 
take into consideration the assumptions of the draft of the central socio- 
economic plan under a version that appears most realistic at the moment. It 
is a more advantageous version than the pessimistic one presented to you, 
Citizen Deputies, yet not as advantageous as the optimistic version. If 
further development of the situation is favorable, then obviously the draft of 
the budget for the entire year will be based on a more advantageous version 
than the so-called basic plan. 


The basic plan assumes an upturn in the economy. Industrial production is 
expected to increase by 1 percent and total agricultural production by 2 per- 
cent. All efforts--if the social situation permits and if a greater consoli- 
dation of the society takes place--will aim at reaching a larger increase of 
industrial production (about 4%percent) and agricultural production (about 3 
percent), as well as a proportionately national income. 


As is well known, the economic crisis is deepening. Industrial production has 
been 13 percent lower than the year before. Although agricultural production 
is 4 percent higher than the year before due to improved crop production, the 
increase has not been sufficient to change the supply of agricultural pro- 
ducts that wouldallow a marterial increase in industrial production and con 
sumption. The strained relationship between city-farm goods exchange creates 
especially negative results. 


Undoubtedly, the conditions for implementing next year's budget and managing 

the economy will be more difficult than last year, The results of financial 

and economic imbalance are felt more deeply. Economic reform (with implement- 
ation assured by the principles of enterprise operation enacted by the government 
in 1982) will not automatically and all at once resolve all our problems. 

The process of implementation will require much effort before the reform starts 
to bring the desired results. 


Bringing order to the economy and restoring the proper role of finance cannot 
be accomplished in a day. The process requires time. Most cationalized 
enterprises are unprofitable. Huge increases in consumer expenses and the 
simulataneous decline in production are the reasons (in the scale of the entire 
socialized economy) that the revenues from sales do not cover the operational 
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costs of enterprises. Obviously, the situation varies among individual enter- 
prises but the majority are unable to support themselves and live on credit. 
The central budget cannot assist the enterprises because present revenues fall 
short of financing indispensable expenses. 


Present estimates indicate that revenues in the 1981 budget will be over 50 
billion zlotys lower than in 1980, in spite of collecting several tens of 
billions of zlotys from the increase in prices for alcoholic beverages, liquid 
fuels and cigarettes, as well as from the credit from the Soviet Union, part of 
economic aid. Yet the results of these activities, advantageous for the eco- 
nomic budgetary stability of the country, stop short of rectifying the con- 
sequences of the immense increase in the income of the population, an increase 
without any justification in either the dynamics of production or labor pro- 
ductivity. The reduction in work time that resulted from an increase in the 
number of nonworking Saturdays and cuts in working hours introduced in many 
industries created a deeply felt decline in the production of many important 
raw products, materials and semifinished products. Substantial decline in coal 
and raw products production precipitated a decline in exports and the accom 
panying decline in imports necessary for production, a decline compounded by 
the increase in food imports. 


Consequently, the overall level of production fell and shortcomings in market 
supply deepened. Strikes and social strife seriously disturbed the work 
rhythm of enterprises. The negative results of the fomenting social tensions 
are not limited to a nominal loss of work hours on account of strikes. They 
include deterioration of the atmosphere in the workplace, decline in work 
effectiveness, and more restless behavior of the citizenry at the marketplace. 


Regrettably, it was not possible to eliminate the budget deficit this year. 
The fact that the deficit will be lower than expected--152 billion zlotys, not 
the 217 billion initially projected--is almost exclusively related to both the 
collection of additional receipts generated by price increases and the credit 
assistance from the Soviet Union, mentioned earlier. We have not been able 

to accommodate (in the budget) the results of price increases in purchasing 
milk and hogs for slaughter. As a consequence, enterprises covered the 
ensuing approximately 100 billion zloty deficit by bank credit, which essen- 
tially amounte ignificant increase in the issuance of currency. 


Although the level this year's budgetary expenditures will be maintained 
within planned limits, it is nevertheless 230 billion zlotys higher than last 
year. This has been caused mainly by the increase in the budgetary expenditures 
for social entitlements in the area of health protection, education and other 
social and cultural services of the communal economy and the increase in food 
subsidies, These areas also represent the dynamic elements of budgetary expend- 
itures for the next year. 
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The conditions under which we must operate in 1962 are extremely difficult. 
Overcoming these difficulties will depend in a great measure on the imzple- 
mentation of principles of rational financial management (especially in enter- 
prises) and on the steps taken to balance the internal market. 


Curing the couatry’s finances must start in the enterprises. The first under- 
taking in that direction will be implementation of the principle of self- 
financing of enterprises in the socialized economy. The new economic system 
assumes consistent application of the principle that the revenues of enter- 
prises will be the sole source of covering the cost of their operation, wage 
increases and the growth of enterprises. The principle of self-financing 
should free large reserves of initiative in the search for opportunities of 
growth in production and work efficiency and reduction in material costs. 
There is a universal and justified conviction that there is much wastefulness 
in each enterprise, Self-financing will not permit such a luxury because it 
would precipitate a disadvantageous financial situation for enterprises and 
their work force. In one word, the principle of self-financing vill become 
the basis for an improvement in our economic situation through rationalization 
in management. 


This is the most socially desirable way, even though it requires effort and 
time. We should expect some results already in the first year of the reforn, 
although they might not be very large. In any case. self-financing (among 
other things) is bound to eliminate pressure for increases in the expenditures 
of enterprises, especially wages, without an accompanying increase in revenues. 
The increase of revenues, through increases in production, employment rational- 
ization, economical use of raw materials and adjustment of production to the 
social needs is the most appropriate way of moving from the crisis. 


It is difficult to expect significant improvement in enterprise performance 
during the first year of the new system framework. There are and will be too 
many restrictions, especially those that are import-related or involve raw 
materials. This is reflected in the unfavorable estimate of expected budgetary 
income for 1982, For that reason, almost the entire increase in the income of 
next year's budget, amounting to about 160 billion zlotys--i.e., 14 percent-- 
results mainly from estimates of price increases for alcoholic beverages, 
liquid fuels and cigarettes. Nonetheless, the extent of that increase is 
insufficient to finance all the necessary increments in budgetary expenditures. 
Social contracts and other implemented decisions--mainly of a social character-- 
demand that we increase the budgetary expenditures as much as 240 billion 
zlotys--i.e., over 16 percent for the next year. 


Thus, the increase of expenditures for the needs of the health protection, 
education and other social and cultural services appears to be unavoidable next 
year, amounting to about 50 billion zlotys, i.e., over 20 percent. This does 
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not include the expected wage increases in health services. The main item 
among the growing expenser is the cost of an increase in employment related to 
growth in these services and the inevitable wage raises. The growth of 
expenses for medication alro absorbe a great deal of expenses. Equally 
necessary is an allocation of additional resources for improving nourishment 
in hospitals and foster care institutions and for covering the expense of 
increased prices for goods and services in the area of social and cultural 
activity. 


It wes also necessary to increase significantly expenses on social security by 
42 billion zlotys; i.e., a 58 percent increase, We are speaking here of 
financing the part of compensation resulting from price increases in grain 
products, increases in family allowances and subsidies to the retirement fund. 


High price increases for agricultural materials paid by the government this 
year have not, so far, been reflected in the retail price level of food. This 
is precisely the main reason that we are anticipating a budgetary expense 
increase in product-type goods and services subsidies by about 160 billion 
zlotys; i.e., about 56 percent, 


In addition, unfavorable results in foreign trade, particularly the decline in 
exports, demand that we consider further increases of expenditures attributable 
to accounts clearing in foreign trade by 67 billion zlotys--i.e., by 25 percent 
next year. The interest payments of continuously escalating foreign obliga- 
tions continue to be a growing expenditure. 


All of this caused the provisional budget % be prepared on the assumption of a 
yearly estimate of the government's deficit at over 300 billion zolotys. In 
this situation we are not in a position to cover the present financial short- 
comings of enterprises, which are estimated at 500 billion zlotys. This deficit 
will be partially financed from the funds generated by the repricing of stock 
accompanyin, the reform of producer prices. 


The feasibility of compensating for such an enormous increase in budgetary 
expenditures is greatly limited since it mainly involves social and cultural 
expenses and subsidies to fvood prices. Likewise, the possibilities of elimi- 
nating the deficit, even if drastic cuts on other items of budgetary expendi- 
tures were used (those less important from the social and state point of view), 
are greatly restricted. Considering the relatively small amount involved in 
those expenditures, even drastic savings cannot produce significant financial 
results. The planned sharp reducion in the work force of the central adminis- 
tration (by almost 29 percent) provides a typical example and will produce 
relatively low savings of about 700 million zlotys each year. Larger savings 
in administration should be expected from eliminating the majority of associa- 
tions. The sum involved here amounts about 15-20 million zlotys in savings. 
Yet most of these savings will ena up in the enterprises that have been 
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maintaining these associations. Thus, balancing the budget must be done 
largely through an increase in revenues. Any decrease in expenditures would 
affect important social needs that are paramount from the social point of view, 
needs whose satisfaction we should continuously improve. 


In many capitalist countries, economic difficulties similar to ours are dealt 
with by a reduction of expenditures for social and cultural programs. Our 
government is the government of a socialist country and, notwithstanding the 
huge economic difficulties, it cannot propose reaching for that drastic a solu- 
tion in balancing the budget. Yet, we cannot increase expenditures in that 
sphere toc widely. Any excessive increases in budgetary expenditures turn 
against the entire society, disorganizing daily life even deeper. The present 
extent of expenditures in the 1982 budget may be too extensive unless the 
stabilizing initiatives earlier submitted to the Sejm by the government are 
quickly implemented, Otherwise, they become the factor that will deepen infla- 
tion and the disorganization of life in the country. For that reason, 7 am 
urgently appealing to you, Citizen Deputies, to support actively these neces- 
sary stabilizing initiatives and changes in financial policy that will allow 
the restoration of economic balance and the balance of the budget. 


If we desire finance to become a significant factor in next year's economic 
situation, we must end the practice of increasing expenditures without adequate 
backup. We cannot ple: any other new expenditures, even for the most noble 
causes; we cannot plan any other new regulation of wages, even if they are most 
urgent socially. Without adequate reserves, they would lead to total chaos 

in which nobility and urgency lose their meaning. 


Today we have a situation that demands we start afresh to remedy it. Incomes 
Surpass our capacity to provide the market with goods and services at today's 
prices. Since the wages lack backing up, they lose their meaning. A compre- 
hensive price reform is necessary to put some meaning into them. Contrary to 

ions, the reform does not mean that the brunt of the crisis will be 

n the shoulders of our workers. The working class already ft<.s the 
results of the crisis manifested by growing queues, speculation, anarchy and 
violent changes in the level of prices. Those who have been exerting pressure 
for exorbitant increases in wages, those who have been pronouncing catchy, 
illusory slogans that the fight for improvement of life must be based on nominal 
wage increases and shorter work hours, all those who have thus built their 
popularity, have been acting against the interests of the working class. They 
are the ones who have created last year, and are still creating, the ever- 
worsening conditions of life that are becoming unbearable. 


There is no way of getting out of our difficult economic situation except 

through an economic reform and an accompanying price reform. Reform of pro- 
must be done jointly with the reform of retail and services 

prices. Of course, the lowest salaried groups of the population must be 
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protected from the impact of price reform. Altogether, the price reform will 
not produce a drop in the standard of living because the standard of living is 
determined by the availability of real goods and not by the price level. With 
an appropriate system of compensation, the price reform shall allow proper 
goods management, elimination of economic imbalance, and proper conditions for 
the correct management of the econony. 


Price reform can be effective only if it absorbs the inflationary gap and 
consequently, the deficit projected in the budget. The stabilization tax 
proposed by the PTE activists and an approp’iately increased tax on the turn- 
over of nonessential industrial goods are examples of methods for eliminating 
the inflationary gap. They are estimated to bring about 140 billion zlotys to 
the budget. As known, the stabilization program establishes a price reform 

for food, heating fuel and electricity. The main significance of that reform 
is that it will allow the adjustment of prices in conformance to costs, yet it 
would not have any significant depleting results. Additionally, the elimina- 
tion 2f full compensation to well-off families should increase budgetary 
receipts by a umall amount or lower the subsidies. For the same reasons, 
there's a need for change in passenger transport fares. All this is applicable 
to rents in state-controlled apartment housing--here, the beneficient experi- 
ence of the 1960's with regard to subsidies should be capitalized on. Finally, 
an increase in monthly radio and TV fees must be implemented swiftly, because 
current fees do not cover operating costs. 


Only the complete set of measures, which includes the contemplated compensation 
for those with lower salaries and authorizes enterprises to adjust prices of 
those goods that ere less essential to the population, can overcome the dis- 
proportion between the income of the population and the value of goods and 
services. This is also a prerequisite for stimulation of consumer goods pro- 
duction, since any readjustments in production are futile, once production is 
unprofitable. This is not to say that we do not need to do everything that we 
can to increase the production of goods and readjust the structure of produc- 
tion to the needs of agriculture and marketing, based on realistic prices. 
Making the prices realistic is synonymous with reinstating in the economy the 
role of money as the means of exchange and a measure of value, These opera- 
tions would also permit restoring a balanced budget with revenues assured by 
the system of taxation contemplated in the reform. 


While speaking of the problems in the system of taxation, I would like to refer 


to the discussion on the reform, during which frequent suggestions were made 
that the central budget should not take away too much in taxes from the profits 
f enterpri oe and that the budget should perhaps even subsidize enterprises 


with additional working capital. According to those suggestions, the banks 
should not deny cheap credit to enterprises. It is hard to conceive anything 
more fatal to the goals of the reform. It is difficult to subsidize enter- 
prises from a deficit budget or extend credit when an enterprise is not able 
to pay its costs. 
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It is clear that independent enterprises ought to support themselves and 
acquire capital on their own. Full utilization of productive capacity and 
rational employment policies can be induced in enterprises not by an excess of 
financial means but by their shortage. Only then will an enterprise be able 
to pay off bank credits, justify wage increases and obtain capital for further 
growth, The taxation system must facilitate the proper distribution of 
revenues between the central budget and the enterprises, while allowing the 
latter to receive the benefits of better, more effective performance. 


This is the system of taxation that we want to create by the reform. We can- 
not share the criticism, appearing here and there, that taxes should be 
minimal, a criticism reflecting the otherwise understandable preferences of 
some of our enterprises. According to our computations, after the reform, the 
budget will absorb only about 50 percent of the profits; i.e., not more than 
in many capitalist countries. The proposed system of taxation is not more 
complex than those in Hungary or Yugoslavia. We are also considering tax 
breaks for enterprises that invest in growth. The feasibility of a moratoriun 
on repayment of loans taken during the past years is being considered as well; 
that should ease the initial effects of the reform on many enterprises. 


Interest on credits must be appropriately adjusted if money is to be respected 
in enterprises. The banks, in extending credit to enterprises, should pay 
attention to whether there is a proper relationship between increased wages and 
increased productivity. This is a fundamental prerequisite for proper 
utilization of credits and a return to a balanced market. 


The economic reform, together with the reform of prices, should reinstate the 
proper role of currency--the Polish zloty. It is necessary to restore the 
function of money in order to allow it to assume its proper role. Thus, it is 
impossible to tolerate any longer a situation in which wages (the main element 
of money flow) increase without an accompanying increase of work efficiency 
and socially acceptable production. Among other things, we must discontinue 
the practice of paying wages for idleness, Unfortunately, we have developed 
such a practice, unknown anywhere else, That practice should be eliminated 
with the enactment of a law on labor unions and with the implementation of the 
principle of self-financing for enterprises. 


No social ‘ustification can change the unavoidable reality that it is not the 
government that carries the cost of such practices as paying wages for.no work, 
but the working people; those who pay for it are the people who don't strike 
and they are the ones who suffer first from the deteriorating conditions of 
life. At the end, the striking workers themselves can feel the results of the 
deteriorating conditions of life, 


Such a situation was possible in the absence of proper rules for self-financing 
when banks extended credit to enterprises each time they were requested. The 
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reform means that we must break away from the automatic extension of credit 
that allowed enterprises to pay more in wages than permitted by the level of 
profits. Those enterprises that cannot support themselves and pay appropriate 
taxes must be reformed and, if that fails, shut down, Otherwise, instead of 
contributing, they will continue living at the expense of the society. 


In order for money to become a proper instrument of measuring value, there 

must be correctly set prices and costs. This is generally understood. It 
fares less well in practice, though. Compensation is one example. In response 
to the anticipated system of compensations related to price regulation, there 
are frequent suggestions that compensation should be paid only from the central 
budget. This is total nonsense, Although payments of compensation are justifi- 
able in the case of family members, in the form of family subsidy from the 
social security funds, such compensation is unsupportable in the case of enter- 
prise employees. We should not create a situation where money for the purchase 
of bread or other food products is dispensed to workers in the form of budget 
subsidies instead of compensation for work paid by the employer, from the 
profits of his productive or service-related activities. Enterprises are the 
main beneficiaries of price increases. Thus, it is justifiable that part of 
those benefits be appropriated for compensating employees for price increases. 
Burdening the budget with these compensations would amount to continuing the 
subsidizing of production from the budget and consequently would produce a 
larger budget deficit and distorted cost accounting. 


The economic situation of the country demands that during the next year we 

must be very careful with increasing budget expenditures even if they are ear- 
marked for social purposes. Many things need to be accomplished but we must 
wait until an increase in the national income allows us to pursue them. For 
that reason all social programs must be appropriately spread over time. If we 
must implement a program for important social reasons, then such an implementa- 
tion must be accompanied by decisions limiting the real purchasing power of 
other programs or groups, Otherwise, that would foster disorganization of life 
for everyone except speculators who thrive on disorganization. 


In the discussion presently taking place, most attention is devoted to the 
improvement of social conditions without regard to the opportunities, and fre- 
quently the position, of particular social groups. For instance, following 
large increases in the prices of procurement, the profitability of individual 
farming went up substantially. At the same time the tax obligations of farmers 
were minimized, barely amounting to 6 billion zlotys. This issue should be 
kept in mind when the topic of increased annuities for farmers comes up for 
liscussion. 


far we are not presenting any new propositions apropos of changes in tax 
obligations for individual farmers, Nonetheless, the matter will demand an 
analysis during 1982, taking under consideration both the need for increased 
agricultural production and social justice, 
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The general purpose of our tax policy for private units of the economy is 
obviously to stimulate the growth of production. Therefore, we very cautiously 
approach all proposals for changes. Yet, this does not indicate that we are at 
liberty to disregard the concept of equitable tax obligation for each group 

of the population. 


Accordingly, we have prepared, and would like to submit to the Sejm, a proposal 
for a compensatory tax, applicable without exception to all those whose income 
reaches a particularly high amount. The bracket at which the tax would apply 
must, of course, be elevated and its progression ameliorated but applying the 
principle of uniformity goes against the postulate of social justice. 


In deliberations over approaches to the improving of the difficult economic 
situation of the country, proposals for the exchange of currency are frequently 
heard. Exchange of currency cannot help our economy at all. The monetary 
perception is not as adverse as the manner of utilizing the monetary categories 
in our economy. The function of money has been, and still is, unfortunately 
undermined by willful practices, Money, in order to be valuable and respected, 
must be paid only for socially useful work actually performed, for producing 
goods or performing services desirable in the internal or international market. 
If we continue raising wages for work, annuities, pensions and various expendi- 
tures for nonproductive purposes, at a time when production is declining, then 
the new flow of money will quickly become devaluated and will lose its purchas- 
ing power because people will have less and less confidence in the currency, 
fearing a continuing decline in their purchasing ability. 


An additional condition for the healthy functioning of currency is that it 
provides the assurance that people can buy with their money needed goods at any 
time. Prices for goods must be balanced; that is, that demand must meet 
supply. As soon as the income of the population begins to increase without 

an accompanying increase in production, prices must follow the upward trend. 
Otherwise the black market, speculation and other ills too well known to us 
today appear. 


I have already spoken about the other condition for curing both the currency 
and the budget for the country. What is involved here is the structuring of 
prices so that the cost of production would be fully covered. Any variances 
from this principle should be rare, well-justified socially and exercised only 
when it is possible to meet demand by an increase in supplies. 


Finally, a healthy currency demands adaption of the correct price for money 
itself. As known, interest is the inherent value of money. The practice of 
high interest for savings deposits and low interest on the majority of credits 
extended by banks cannot be considered correct. It can only lead to a dis- 
proportion in the distribution of income, a weakening of the desire to save 
and abnormal pressure on credits, thus deepening the collapse of financial and 
market balance, Our situation demands that the average interest on credits be 
higher than the interest on savings deposits. 
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Bank loans should be given to enterprises, producers and individuals for 
important needs or for investments that assure repayment, even with high 
interest rates. Cheap credit reflects low effective investments that do not 
promise production growth. Recent government decisions raised interest on 
demand deposits from 4 percent to 6 percent yearly; the depositor savings bonds 
increased from 9 percent to 15 percent, while the 36-month personal deposit 
interest went from 8 to 13 percent, The interest increases have thus been 
very substantial. 


We hope that these actions in the long run will contribute to a further growth 
of the tendency to save. At the same time, the increase in interest rates will 
lower the budgetary income derived from financial institutions by 17 to 20 
billion zlotys. Accordingly, this demands an appropriate increase in the 
undertakings aimed at stabilization, especially in the area of interest on 
credits, applicable both to enterprises and the population at large. If we 
want to respect the currency, we must pay more for it--these are the rules of 
the game. Any variation from these rules can be only an exception and always 
must be accompanied by budgetary means that permit a variance in interest rates. 


The last matter pertaining to our finance policy that I would like to address 
at today's meeting is the problem of revalorization of savings deposits result- 
ing from the intended general reform in retail food prices. Although the 
practice of revalorization is unheard of in the world, in our present circun- 
stances it would appear reasonable, With our low and relatively stable inter- 
est rate in the past, the anticipation of a single, large price shift justifies 
the appropriate recalculation of savings deposits, especially hard-earned small 
savings. For that reason, we will apply revalorization of the deposits on 
certain sums of savings, after deduction of the interest rate, of course. 


All the ways presented here for curing the currency are at the same time the 
ways for restoring our economy to health--the ways to return the market 
balance, These are not magical but realistic initiatives; only realistic, not 
illusory, changes in management may bring forth progress. 


Citizen Deputies, 


I am submitting, with an appeal to the Sejm for approval, the draft of the pro- 
visional budget for 1982 that takes into account the income anticipated at the 
present and the necessary expenditures for the most pressing needs of the 
population in the sphere of social, cultural, communal and social security 
services, The draft also takes under consideration the most important needs of 
the state. 1 am convinced that after examination of the draft of the provi- 
sional budget and following the implementation of the adjusted principles of 
financial policy and the foundation for economic reform, there will be estab- 
lished a solid ground for a real turnaround in the economic situation of the 
country, toward the restoration of balance and the opening of avenues for more 
prosperous growth in the immediate future. 
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POLAND 


MEETING OF COMMISSION ON ECONOMIC PLANNING REPORTED 
Warsaw PRZEGLAD TECHNICZNY in Polish No 8, 1 Aug 82 pp 12-14 


[Article by Wladyslaw Majewski: "The Best Social Policy Is a Good Economic 
Policy") 


[Text] The 15 June 1982 meeting of the Commission for Economic Planning, 
Budget and Finances, like most meetings on government reports, draft plans and 
the budget, was to have been a routine evaluation of the functioning of several 
central offices as an institution. An in-depth discussion was planned for the 
following day, with less than a half-hour set aside for the item covering 

the office of the minister of price affairs. However, the discussion of the 
principles of price formation could not be delayed. Sejm deputy Stanislaw 
Rostworowski, ChSS [Christian Social Association], got right to the heart 

of the matter as he opened the discussion with a preliminary address. 


The First Round: How Are We To Evaluate the Price Reform? 


The purpose of the price refor: was to render production and transportation 
profitable and to equalize supply and demand. Two variants were examined. In 
the first, the basis of prices was to be the cost of producing given articles 
domestically or purchasint them abroad. This would increase producer prices 
by 1.4 trillion zlotys. It conformed with the traditions of the previous 
economic system that gave preference to materials distribution and the 

orders system and consequently did not stimulate an increase in production 
efficiency or the more effective use of assets. Thus, the second variant, 

in which the basis of prices was the transaction price obtained in trade with 
the second payments area, was adopted. This caused an increase of 2.7 
trillion zlotys in producer prices, considerably more than in the first variant. 
This variant is expected to enable us to adapt to the conditions of commodities 
trade on the world market and to make possible a real choice between the 
exporter of raw materials and processed manufacturee goods. It will provide 
bases for determining the measurable criteria of production profitability and 
will stimulate the growth of exports. 
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The Exchange Rate 


With selection of the second variant, the exchange rate of the zloty for 
foreign currencies became very important. It was recognized that this rate 
should not be determined by the ratios of the purchasing power of the zloty 
and the dollar on forieng markets, which depends on many indirect factors, 
including the trade profit margin, but by the cost of obtaining currency in 
export, equal to 42 zlotys per 2ollar in 1981. Thus, the idea of a foreign- 
exchange zloty was abandoned anc an exchange rate of 50 zlotys per dollar was 
established. In the opinion of many producers, however, this rate did not 
ensure the profitability of 75 to 80 percent of our exported goods. Thus, 
beginning 1 January 1982, the intermediate exchange rate was replaced by a 
submarginal rate of 80 zlotys per dollar and 68 zlotys per ruble. This made 
the price of raw and other materials paid in foreign trade 60 percent higher 
than the official prices introduced within the framework of the producer 
price reform and established according to the average cost of obtaining a 
dollar in export in 1981. 


According to preliminary assumptions, the exchange rate of the dollar could 

be established at a level 30 percent higher than the average, i.e., within the 
range of 60 zlotys per dollar. A higher exchange rate would lead to an 
increase in producer prices and, in turn, in retail prices. However, sone 
economists believed that the funds obtained as a result of an increase in 
taxes on the earnings of producers selling their products at higher prices 
would be available to subsidize retail prices, would then not have to be 
increased. Meanwhile, the adoption of an intermediate exchange rate would not 
stimulate export and would necessitate the subsidizing first of export 
production and then of all domestic production. However, this concept was 

not thoroughly examined. OUr dwindling export trade has caused the fund 
accumulated as a result of higher prices in foreign trade to be too small to 
subsidize consumer prices. On the other hand, the adoption of a submarginal 
rate of exchange increases inflation on the domestic market. 


The minister for price affairs anticipates that an evaluation will be made of 
the compatibility of producer prices and prices obtained in foreing trade. 
When this is completed, it will have to be decided whether to increase 
official prices for basic raw and other materials (which will cause another 
general price increase) or to reduce the exchange rate of the dollar. An 
exchange rate that is too high is very dangerous; we should aim toward making 
the ratios between worldwide and domestic prices realistic, since being guided 
primarily by the criterion of producer profitability may engender a trend 
toward the wholesale export of raw materials regardless of whether it is more 
profitable at a given moment to export lumber, sulfur or processed goods. 
However, this is a difficult decision, since it is not easy to find purchasers 
for the products of our processing industry. 


The minister for price affairs currently has no impact on prices obtained 
in foreign trade. Given the link between domestic and transaction prices, 
this does not seem to be warranted. 
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Conversion Factors and Building Contractors 


When the prices for raw and other materials were established, enterprises were 
given basic conversion factors for determining the prices of goods and 
services. The conversion of prices according to these factors was easy in 
plants that do not have to participate in co-production to obtain a finished 
product. The matter is more complicated in the construction industry, 
particularly in housing and general construction. Although builders consider 
these factors to be approximate, the real costs of executing construction 
work are higher than this. Meanwhile, housing cooperatives consider the 
conversion factors measuring costs per square meter of area to be obligatory; 
they maintain that as units subsidized in proportion to the material results, 
they cannot pay higher prices. However, if construction enterprises were 

to comply with this, a deficit running in the billions of zlotys would be 
created, for which the banks would not extend credit. In the opinion of 
contractors, since housing cooperatives do not wish to accept completed 
buildings, nothing stands in the way of selling them to private individuals 
who are waiting for housing and will pay the asking price. 





Agriculture 


In 1981, the financial consequences of changes made in procurement prices 
amounted to 220 billion zlotys. On 11 February 1982, there was a second 
increase in procurement prices of 15 percent, to 54 percent. This raised 

the price of farm services by 1.5 billion zlotys and increased the price of 
chemical fertilizers, tractors, farm machinery and cement from 88 percent to 
250 percent. Was the proper ratio between the price of the means of production 
and the price of procurement maintained in spite of this? 


The introduction of price controls is causing a decline in animal husbandry. 
This is demonstrated by the decline in the price of piglets and the increase 
in grain and fruit production (which corresponds to the goals of the reform). 
However, potato production, which is more labor-intensive than grain and more 
susceptible to destruction due to a shortage of pesticides, is declining. 
Fruit production will be expanded, provided that it is not taxed too heavily. 
Moreover, when we consider the profitability of fruit production, we must 
keep in mind the variability cf yields and the threat of crises caused by a 
shortage of pesticides. 


Regulated and Contract Prices 


At present, approximately 40 percent of the value of goods and services is 
covered by official prices, 15 percent by regulated prices and 45 percent by 
contract prices. Regulated prices engender the greatest doubts, both in terms 
of their scope and the principles of their formation. The cost method used 
here is at odds with the spirit of reform. To adapt them to reform principles, 
we would have to tie them in with worldwide prices or the assumption would 

have to be made that they would be determined by contract between the producer's 
and consignee's representatives. As a consequence of various pressures, the 
range of regulated prices has been overly extended; however, they cannot 

foster a reduction in costs and improved management efficiency. Thus, they 
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should be used only for those articles for which stable market prices cannot 
be used due to the shortage of indispensable raw materials (this affects 
textile products, fabrics, shoes and the like). Regulated prices should be 
only a transitional category, since they will always create problems with the 
clearing of accounts of enterprises that purchase semi-finished products at 
regulated prices and sell finisned products at contract prices. 


Contract prices have the most crucial significance for reducing the inflationary 
curve and draining money from the market. Last year, individual earnings were 
2.064 billion zlotys, and goods and services supplied were valued at 1.71 
billion zlotys. Each day the populace received 1 billion zlotys that had no 
backing. Under such conditions, Minister Krasinski was preparing the greatest 
increase in retail prices in our postwar history. The 1981 price increases 
brought in 340 billion zlotys on an annual scale. The February 1982 increase 
yielded an additional 450 billion zlotys; meanwhile, the system of compensation 
moderated the consequences of the increase in the price of food, fuel and 
energy. The effect of the introduction of regulated and contract prices was 

an increase in the price of many articles and services, which had estimated 
financial consequences of 600 billion zlotys. 


The Effects of Reform 


The tasks of the retail price reform were: 1) to create new proportions 
between the prices of manufactured goods and food products, 2) to create bases 
for rational management in enterprises and, 3) to reduce the inflationary gap. 
The first goal has not been achieved: manufactured goods have become more 
expensive than food products and as a result of the supply crisis, their 
supply is too skimpy to enable market stability. It is still difficult to 
evaluate the implementation of the second goal. Many people warn that due to 
the highly graduated nature of the tax on profits exceeding five percent, 
enierprises are not interested in making profit by reducing prime costs, 
instead shifting the consequences of mismanagement to the price burden. 
However, in general the possibility of establishing prices for one's own 
products has had results in small-scale industry and should likewise achieve 
them in state industry. 


In the area of eliminating the inflationary gap, the results are clear. For 
the first time, in April 1982 personal income and expenses were equalized. 
But, will the increases impose an excessive burden on people? In 1981, the 
increase in income reached 27 percent and living costs rose 25 percent. Thus, 
in that year the increase in living costs virtually equaled the increase in 
wages. The inflationary curve was not caused by an increase in personal 
income but by the shortage in the goods supply. Thus, we may conclude that 
the 600-billion-zloty price increase in uncompensated prices will cause a 
decline in the standard of living. This is obvious, given the 3-year .ccline 
in the national income. Currently, the income of approximately 2 million 
pensioners and annuitants amounts to 60 percent of the social minimum. 
Consequently, if we do not reform pensions and annuities we will have real 
poverty in some communities. Meanwhile, an increase is expected in postal 
and telephone rates and transit fares, including municipal transit. While 
these moves are valid economically, they should be very carefully weighed from 
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the viewpoint of social protection (although I am in spirit an ardent advocate 
of the motto: “The best social policy is a good economic policy"). The 
validity of accepting stock market or black market for some higher quality 
goods is being questioned. 


We cannot enter into an eternal inflationary spiral that will divest the 
economic reform of both economic and social roncent. The minister for price 
affairs has been provided with important instruments of control in the form 

of price inspections. However, in accordance with resolution No 112, such 
inspections do not make use of sanctions against small-scale industry or of 
any criteria of legitimate production costs. Nor is it permitted to interfere 
in matters concerning the level of trade profit margins established by central 
trade offices according to stiff guidelines regarding the value of goods. 

These profit margins are high, little differentiated and are not subject to 
negotiaton, thus bringing in large, unwarranted earnings to the central offices 
of trade enterprises. The consequences of this are transferred to the shoulders 
of society. 


The Second Round: Does Racketeering Pay? 


I shall conclude my discussion of deputy Stanislaw Rostworowski's statement 
with this. Befor« 1 answer the government representative, however, let me 
present statements wade by several deputies during the discussion: 


Sejm deputy Ryszard Labus: Research has shown that under the previous systen, 
from 10 to 15 percent of the prices were established dishonestly. Today, the 
possibility for shifting the consequences of uneconomical management to prices 
is considerably greater. Will the Ministry of Price Affairs oppose this, or 
will it also adopt the principle that if someone wants to buy something, they 
will buy it at any price? Numerous directors have stated recently on television 
that production unprofitability is no threat to them because they themselves 
are now establishing the prices. 


A year ago, when the price of bread increased, we were assured that this would 
bring about an improvement in its quality. Pardon the joke, but one could use 
the rolls from the Sejm buffet for throwing in a street battle. Will the 
current price changes have a more positive impact on quality? 


Sejm deputy Kazimierz Klek: Does the fact that the income tax has become one 
of the major elements of price creation record with reform assumptions? 


There is currently a tendency in enterprises either toward the maximization of 
prices and profit or toward a careful policy that considers social interests 
and envisages the application of the rules used in establishing regulated 
prices to contract prices. Government representatives often suggest that 
after the first period, price racketeering will no longer pay. However, I 

am afraid that the opposite will be the case, and when other enterprises get 
wise, they will move in the same direction, guided by the interests of their 
work forces. 
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Sejm deputy Jan Kubit: The joint report sounds like what people are saying in 
every home and work place. It is assumed that the price reform will spur a 
reduction in the materials, energy and transport-intensiveness of production; 
meanwhile, the prices for coal, power, gas and steel continue to be deficit 
prices. So how can we speak of the pro-efficiency effect of prices? 


Sejm deputy Boleslaw Struzek: The retail prices established on the basis of 
Jamary 1982 procurement prices, and thus the February increase in procure- 
ment prices, once again made it necessary to subsidize food. However, the 
need to increase procurement prices was expected, since it had already been 
stated in January in PZPR Central Committee and ZSL Supreme Committee 
documents. 


Sejm deputy Janina Banasik: Due to recent cases of the excessive warehousing 
of quantities of frozen foods and eggs and the delayed decision on a reduction 
in their prices, the question arises: Who has the right and duty to make 
decisions about price reductions of those items that cannot be found in the 
market? 





Round Three: We Are Learning From Our Mistakes... 


Or the answer of Wojciech Pruss, first deputy minister for price affairs. 
What would be the effect of procurement prices established at a new exchange 
rate for the dollar? Given the changes in worldwide prices, the domestic 
price of coal would increase by more than 100 percent, sulfur would go up 80 
percent, rubber 50 percent and iron ore by 140 percent. This would cause an 
increase in the cost of production and export. The average cost of obtaining 
a dollar from export would increase from 70 to 90 zlotys. Thus, to ensure 
export profitability at a level of 75 percent, the rate of exchange of the 
dollar would have to be set at 112 zlotys. An increase in retail prices 
would also occur. This would eliminate the current price disparities in 
imports and would create a foundation for calculating costs accurately. 


The second variant would consist of maintaining the exchange rate of the 
dollar at 50 zlotys for raw materials and adjusting their prices in accordance 
with worldwide price trends. This would reduce the price of most raw materials 
but would cause a slight general price increase due to the considerable 
increase in the price of coal. Irregular cost accounting would continue in 
the processing industries; here, differences in prices could be compensated 
through the use of additional financial instruments, e.g., a raw materials 

tax. 


Thus, we are in favor of the gradual adaptation of price levels to changes 
resulting from an increase in the rate of exchange of the dollar. in the 
first stage, this would affect raw materials imported from the second payments 
area. In this variant, the general price increase would be 50 percent lower 
than in the first variant, or approximately 800 billion zlotys 
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Coal and Foad 


Coal prices are a special case. In 1980, a ton of coal cost $50; in 1981, 

this increased to $70. Although domestic coal prices quadrupled, they are 
still too low. The increase in the cost of mining 1 ton of coal from 1,000 
zlotys in 1980 to 1,900 zlotys in 1982 has made the domestic price unprofitable 
(1,800 zlotys per ton). According to our estimates, the price of coal should 
be 30 percent higher than its current price, or 2,300 zlotys per ton. Thus, 
coal prices must be raised to a level ensuring profitability in every variant, 
since it is absurd that an item that it is so profitable to export is 
domestically unprofitable. The coal price increase necessary in the near 
future should be spread out over time. 


An issue basic to procurement prices i«< to establish their proper ratio to the 
prices of the means of production. J believe that since we cannot aim toward 
profitability in the prices of the means of production due to significant 
changes in food prices, subsidies are necessary in this area. At present, the 
means of production and food are partly subsidized. Generally, changes in 

the prices of procurement and the means of production have meant a very slight 
change unfavorable to farming. 


Stability on the Horizon 


As a result of the price changes, real personel earnings have decline by 25 
percent, while Living costs have increased by more than 100 percent. Nominal 
income has increased by 60 percent. However, this does not mean a large-scale 
decline in consumption, since personal income was adjusted to supply potential. 
Recently, one could see some stabilization of the market; the inflationary 
gap between personal income and expenses is being eliminated. In January, the 
difference between income and expenses was 40 billion zlotys; in April it was 
16 billion zlotys and in May it was 8 billion zlotys, or three percent of the 
nominal income. Of course, this does not mean that the inflationary curve 
built up over past years will be eliminated. Thus, a tendency toward market 
stability has b-en demonstrated, not through an increase in supply but t: ough 
price increases. The state monetary policy must remain cuatious, since any 
increase in personal income will lead to another market breakdown. In view 

of this situation, the weakest groups of people economically speaking must be 
protected. It is essential that the income of those who cannot cover the 
most basic expenses be increased. Hence, the increase in the minimum wage 

and the lowest pensions. We cannot afford increases with a broader range 
until production in the processing industries and market deliveries increase. 


The issue of transferring the cost of uneconomical management to prices has 
aiso been justified. It is impossible to counteract unwarranted increases 

in contract prices through administrative-legal means. Market mechanisms must 
do this, t.e., purchasers will reject prices that are too high and the 
manufacturer will bear the risk of losses. Producers will be interested in 
reducing production costs to sell goods at competitive prices, lower than 
those offered by other producres. However, the formation of contract prices 
is also being regulated and practice shows that when manufacturers are warned 
that prices are too high, the prices are reduced. 
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The example of frozen food prices warns against the establishment of prices 
that do not ensure sale. Losses incurred by producers in this c1se are so 
great that they must be covered out of the budget. However, in the future the 
producer will have to incur these losses directly. Thus, he must anticipate 
the market reaction. 


Prices on a properly functioning market are also an important tool for 
protecting the quality of goods. At present, administrative intervention is 
necessary. For example, we intend to reduce the price of cured meats that 
are not produced according to standards. 


Ths possibility is also being considered of expanding regulated prices for 
materials and semifinished products by applying the principles used in 
establishing prices for raw materials (i.e., the prices obtained in foreing 
trade). ° 


The price program for 1983-1985 has not yet been established. However, we do 
plan to carry out only gradual changes in food prices and to avoid major price 
operations. 


So much for Wojciech Pruss. Price policy issues subsequently became one of 
the primary reasons that the decision of the Planning, Budget and Finance 
Commission and the Commission for Legislative Work to approve the draft budget 
for 1982 was delayed a week. In the interim, the government prepared some 
new proposals that partly took into consideration the opinions presented here. 
The new stabilizing tax, introduced in place of the stabilizing loan, is to 
have an impact on the price policy of enterprises. 
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POLAND 


NEW FOREIGN EXCHANGE ALLOCATION SYSTEM DISCUSSED 
Warsaw POLITKYA in Polish No 27, 21 August 1982 Suppl pp 19-20 


[Roundtable Discussion: Foreign Exchange Allocation "How to Spend Less 
and Earn More La 


[Text] The new system of foreign exchange allocation for 
enterprises, in effect since the beginning of the year, 
has been in operation for too short a time to permit a 
full assessment, but for a long enough time to have 
generated a number of controversies around it. On the 
initiative of the Polish Chamber of Foreign Trade 

|PIHZ], we have organized a discussion whose aim is to 
present--and in so far as possible--clarify controversial 
problems. The participants in the discussion are: 
Waldemar Bednarek, deputy trade director of the PZL 
Nowotko Mechanical Works in Wola; Maciej Deniszczuk, 
editor-in-chief of the HANDEL ZAGRANICZNY [FOREIGN TRADE] 
monthly; Lucjan Klucinski, deputy director of the Foreign 
Trade Economics and PIHZ Export Activization Team; Jan 
Siebeneichen, Director of the Programming and Planning 
Department of the Ministry of Foreign Trade [MHZ]; 

Prof Dr Jozef Soldaczuk, Director of the Foreign Trade 
Trends and Prices Institute; Halina Szostkiewicz, deputy 
director of the Foreign Exchauge Credits Department of 
Bank Handlowy [Commercial Bank]; Stanislaw Tanski, 
economic director of the Pruszkow Machine Tool Factory 
[FOP]; and Stanislaw Gruzewski, representing the "Exports 
and Imports" section of POLITYKA. 


Maciej Deniszczuk: The system of foreign exchange allocations ought to be 
recognized as an achievement of the economic reform. Formerly it also 
existed but, in practice, did not function. Now it really begins to play 

a role in providing export funds to enterprises. The money is here already, 
and the enterprises are making use of it. The scope of these operations is 
limited, which can be attributed, for the time being, to the fact that 

these principles have been in force for too short a time yet. However, are 
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the changes in these principles radical enough to bring about a powerful 
stimulation of exports? 


Jan Siebeneichen: The new system has been in operation since the beginning 
of this year. Several modifications have been made in it, and nothing 
prevents its further improvement. We have eliminated the lower limit of 

90 million zlotys of export value, which formerly determined eligibility 

for a foreign exchange allocation; we have made it possible for co-production 
enterprises to open [foreign exchange] accounts. The quotas [of foreign 
exchange] allocations depend on the import-intensiveness of export production 
and range from 0.3 to 50 per cent of the value of export deliveries. This 
upper limit may be exceeded if a manufacturer undertakes service processing 
of a foreign raw material. The governing principle is that an enterprise may 
make use of the money which it earns; thus, the possibility of utilizing 
[foreign exchange] funds is determined by the foreign exchange deposits to 

an account and not by shipment of goods abroad. Of course, there may be 
exceptions to this rule; when an enterprise sells [goods] on credit, it may 
make use of import credits. Such credits are already being allocated by 

Bank Handlowy. Pro-export action is based on a simple rule: the larger the 
exports, the greater the possibilities of obtaining foreign exchange for 
imports. Enterprises frequently complain that the [allocation] quotas are 
too low, and that they get too little. The system is also criticized by those 
exporters who do not import but who, despite this, would like to have access 
to foreign exchange. These opinions do not appear to be justified. The 
system's role is to secure imports for export needs, and it fulfills this 
role. On the other hand, we regard as justified the opinion that funds in 
the accounts of enterprises should bear interest, all the more so that the 
bank charges 16 per cent interest on credits granted for import needs. It 
will be possible to fully evaluate the system after a year at least. For a 
start, it has been operating quite well. 


lozef Soldaczuk: It is a good thing that this institution was introduced at 
all, but |! would prefer to call it “foreign exchange own funds of enter- 
' What is involved is not a different name but a different philosophy. 
it should not be that the state allocates [foreign exchange] funds to an 
enterprise. This money is indeed earned by the enterprise, which should 
utilize a part of it and sell the remainder to the state. Then we would 


, ’ 
prises. 


have an entirely different psychological situation. One spends one's own 
funds thriftily. We should not be concerned only about someone making too 
heavy a profit, and, in particular, be concerned when there is nothing yet. 


In tact, we need not limited financing of indispensable imports but an 
izgressive system of stimulating exports. One does not need to be 
parsimonious from the start, because it is not at all known who will spend 
money more sensibly: the central administration or an autonomous and 


selt-tinuncing enterprise. 

‘tanislaw GCruzewski: The system has two obvious defects. Exporters in 

t! processing industry, who do not import but who manufacture products 

‘rom domestic raw materials, are not eligible for foreign exchange aliocations. 


Thus, it is as though they were promptly punished for not buying abroad. 
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Furthermore, the quotas [of foreign exchange allocations] are set for a year. 
This is an old mistake. An enterprise should have stable conditions of 
operation during a longer period, and should have a long-range outlook. 


J. Siebeneichen: First, we are not concerned here with either punishment 
or reward but with making it possible [for an enterprise] to operate under 
the existing conditions. Second, the law on financing of state enterprises 
expressly states that the ultimate solution will be the right to purchase, 
from a bank, foreign exchange funds for their own needs, according to 
principles which will be established by the central socio-economic plans 
[CPSG]. The same law grants to the enterprises the right to utilize a 
portion of export revenues. In its final section, the law authorizes the 
Council of Ministers to regulate foreign exchange funds during the period 
of the implementation of the [economic] reform, however, only, until the 
end of 1953. Thus, we are dealing with a transitional temporary system. 
Any excessive easing of restrictions at this time of great shortage of foreign 
exchange would, I fear, bring about the dismantling of the system at the 
very moment of its inception. 


J. Soldaczuk: You continue to assume that the central administration will 
manage money better than will the enterprises. Our experience up to the 
present time does not confirm this. The larger is the allotment of centrally 
distributed funds, the stronger is the incentive to spend them, because 
otherwise they will be lost. Money which is really one's own is managed quite 
differently. Enterprises should have the best possible opportunities to 
earn it and to have it at their disposal, e.g., for the purpose of reselling 
it to one another. There should be two kinds of foreign exchange accounts-- 
regular and deposit-type, the latter bearing high interest, which would make 
it possible to obtain additional zloty and foreign exchange funds for quick- 
return pro-export investments. Then it would be possible to speak about 
actual stimulation of exports, and the enterprises would be afforded an 
opportunity to undertake long-range projects in this field. 


J. Siebeneichen: I would like to emphasize that in accordance with the 
regulations, any funds which are not utilized in a given year are not lost; 
they remain in the account and can be used at another time. Funds which were 
accumulated by enterprises in 1981 under the system of "standard foreign 
exchange allocations" have not been lost and are now being utilized. 


Stanislaw Tanski: Then I have a question for director Siebeneichen. Why 
cannot my enterprise utilize funds which were accumulated not only in 1981 
but earlier? Accounts are frozen. This really does not speak in favor of 
the credibility of the system. The industry feels that there is no precise 
information on the status of these funds. We cannot achieve production worth 
thousands of dollars because there is not a single dollar for the purchase 


of a condenser for the tooling center. Perhaps something is wrong here? 


. Slebencichen: A guarantee of credibility is precisely the introduction 
of the principle that a foreign exchange allocation is made when money is 
actually deposited in an account. Formerly, the basis [for an allocation] 
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was the overfulfillment of the plan of exports by an enterprise or an 
association. Elsewhere the plan might not be fully implemented. The 
distribution of funds was done by the central administration; an enterprise 
might receive an allocation for a subsequent year, and yet there would be 

no money available because the funds had been distributed previously. Now 
we have introduced automatic dependence: if there are revenues from exports, 
a foreign exchange allocation is made. Obviously this has to be applied in 
practice for some time, so that the enterprises may overcome their mistrust 
which is based on their previous experience. 


M. Deniszcezuk: What is the status of crediting and utilization of [foreign 
exchange] allocatlons at this time? 


Halina Szostkiewicz: At this time, there are 311 active accounts. 176 
accounts show [foreign exchange] credits, but no utilization. 71 accounts 
show turnover on the [ledger] side of expenditures and credits; the largest 
of these are in 9 accounts: Passenger Car Factory [FSO], Small Passenger 

Car Factory [FSM], "SKORIMPEX,” Cegielski [Locomotive Factory], Katowice Iron 
and Steel Works, Lenin Iron and Steel Works, Lubin Copper Plant, PZL Wola 
Mechanical Works, and the Main Administration of State Forests. Here we have 
turnover on the [ledger] side of expenditures, from 1 to 5 million dollars. 
The remainder consists of small transactions, mainly purchases of spare 
parts. According to the status as of 10 July, since the beginning of the 
year 90 million dollars have been credited to the foreign exchange accounts 
of enterprises, of which 23 million dollars have been expended. In the 
accounts of standard foreign exchange allocations, which were opened last 
vear, 8 million dollars still remain to be utilized. Why are expenditures 
for imports from foreign exchange accounts so small? From my conversations 
with customers I can gather that enterprises frequently utilize other 

sources [of funds], for example, imports within the framework of compensation. 
The [Commercial] Bank is informed post factum of this kind of transactions. 
As regards anticipatory credits, we have granted them to eight enterprises 

so far. However, up to the present time these credits have not been fully 
utilized. The [foreign exchange] reserve of the Ministry of Foreign Trade 

is one of additional sources of import financing which are utilized by 
enterprises. There are reserves of which we know, and there are some other 
reserves of which we do not know. In this situation it is difficult to have 
precise knowledge as to what extent the utilization of funds from foreign 
exchange allocation accounts is a reflection of the real import needs of 
enterprises. It appears that the other sources of [foreign exchange] supply 
must be quite considerable. 


M. Deniszezuk: The fact that only small amounts are utilized does not have 
to reflect discredit on the system. Director Tanski said that at times a 
purchase valued at a dollar can determine large exports. 


H. Szostkicwicz: But enterprises frequently do not believe that they have 
these opportunities. They telephone us and ask whether they can really 
utilize foreign exchange allocation accounts. At the beginning of this 
year there were eight such enterprises which did not know at all that they 


68 








could utilize funds which had accumulated in the accounts of standard foreign 
exchange allocations during the past year. 


M. Deniszczuk: To put it simply, there is a very deeply rooted habit of 
thought that money is available only when an authority allocates it. 


H. Szostkiewicz: Of considerable importance was probably the fact that we 
began to establish accounts for co-production enterprises only as of 1 June. 
But even here the reaction of the enterprises has been slow. At the beginning 
of June we notified 50 interested enterprises that it was possible to open 
such accounts. By 26 July only four had applied to the [Commercial] Bank to 
open such accounts. 


M. Deniszcezuk: What are the causes of such restrained utilization of foreien 
exchange allocations which, indeed, had been strongly demanded by our 
industry? 


Waldemar bednarek: PZL Wola [Mechanical Works] at the very moment is 
represented in the group of those [enterprises] which have been most actively 
utilizing them. I do not operate on such a large scale as Professor 
Soldaczuk, but | would like to praise this system. 


1, Soldaczuk: I do not find fault with it, either, but I think that it should 
be made more efficient. 


W. Bednarek: With this I agree. I am of the opinion that you were right 
when you spoke about the need for foreign exchange funds for investments. 
But this should be examined from the standpoint of its long-range implica- 
tions. We must have funds for pro-export investments. We are already thinking 
about this in our plant at this moment. It is through our exports that we 
earn money for our current imports. Last year there were considerable 
difficulties in this respect. There was stagnation in foreign trade 
agencies |CHZ]. We badly needed imports but we could not secure their 
implementation from the [foreign] trade agencies. They did not believe that 
there would be funds to pay for these imports. For example, we received 10 
million dollars for our foreign deliveries but we could not obtain ten 
thousand |dollars] for imports from Switzerland. Now the situation has 
improved, although I still cannot say that foreign exchange funds are being 
properly utilized in their entirety. The cycle of import deliveries has 
lengthened. We have various problems which we will need to discuss with the 
Ministry of Foreign Trade. For example, it turns out that we have to pay 
more for imports, because the conversion rate has changed as a result of 
fluctuations in the exchange rates of foreign currencies. 


St. Gruzewski: From the fact that there are 90 million [dollars] in the 
[foreign exchange allocation] accounts, and only 23 million have been 
utilized, | draw the conclusion that the system is not operating as it 


should. What does this mean, then? As mentioned by director Szostkiewicz, 
enterprises continue to have several sources of foreign exchange supply. 
Consequently, there is always a tendency to approach a source from which it 
is possible to obtain foreign exchange for free. Well, then we have a 
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paradoxical situation. Month after month there has been a decrease in 
production, because there are no supplies from imports, and here we have lying 
idle almost 70 million dollars which could be of help to many of us. Those 
who have these funds in their accounts, apparently can utilize other sources 
[of foreign exchange], while those who do not have [foreign exchange 
allocation] accounts cannot obtain these funds. 


W. Bednarek: Once I was trying to locate a domestic manufacturer of rubber 
hose. I found one, and I told them that I could give them, let us say, ten 
thousand dollars if they needed supply imports. But they said that they 
needed 42 million dollars. Such problems will not be solved by means of 
[foreign exchange allocation] accounts. 


St. Gruzewski: Therefore, these are not transactions which I have in mind. 
We know that those [enterprises] which do not export, but which must import 
a lot, will utilize central funds. I mean simply the fact that, on the one 
hand, there are needs, and, on the other hand, there is money--precisely, 
the already mentioned 70 million dollars, and in the present system there is 
no possibility of coordinating the first with the second. Therefore I am of 
the opinion that the system is deficient. 


Lucjan Klucinski: I think that the Polish Chamber of Foreign Trade [PIHZ] 
could undertake a more detailed analysis of what these deficiencies consist 
of: We conducted such opinion research in Lodz. It turned out that there 
was a lack of information about the system. Seccnd, it is evident that the 
way of thinking of co-production enterprises has to be changed. They 
continue to wait for someone who will make the distribution of foreign 
exchange allocations. 


| also share the view that paying interest on funds in [foreign exchange 
allocation] accounts would provide an incentive for more active utilization 
of these accounts. Then, the benefits of the foreign exchange allocation 
would become more obvious to work forces. Generally speaking, work forces 
should be better informed about these benefits. 


And one more thing. The allocation procedure should be simplified. At 
present, the Commercial Bank has to process an enormous amount of information. 
The system will continue to grow, and this burden may become too heavy. 


J. Soldaczuk: I realize that during this year the system has to remain 
unchanged. What should be done to make it more efficient? We could make the 
allocation quota automatic. The simplest solution would be to give, for 
example, 40 per cent to each enterprise. But, if one single quota is not 
possible, then four or five [eligibility] groups should be created. Of 
course, each enterprise would try to qualify for admission to a higher group, 
ind this would be a defect [of the system]. But the system would be simpler 
than it is at present. It would be also necessary to expand the area--which 
does in fact exist--of limited convertibility of funds, consisting in the 
possibility of transferring foreign exchange funds between enterprises 
authorized to do so. As for the [Commercial] Bank, it should simply initiate 
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an active credit policy. It is necessary to bring about a situation in which 
enterprises will use various means to obtain funds from various sources and 
will compete with one another. When the possibilities of obtaining foreign 
currencies are expanded, enterprises will not be so eager to take advantage 
of barter and compensatory transactions which are, as a matter of fact, less 
profitable for our national economy. 


St. Gruzewski: It is important that enterprises should not continually 
approach the Ministry of Trade in the role of humble petitioners. We already 
spoke about the enterprises being the ones which earn money. 


St. Tanski: I am of the opinion that we need to discuss foreign exchange 
allocations in a larger context of motivation of exports. This motivation 
is clearly lacking. And the world economic climate is unfavorable; it is 
difficult to sustain exports, let alone increase them. We must achieve this 
increase, because exports alone can extricate us from the indebtedness 

trap. We need strong pro-export mechanisms which will have their effect 
immediately. And what do we have instead? After half a year, opportunities 
for co-production enterprises to obtain foreign exchange allocations. It is 
no wonder that production is decreasing; and we are only consoling ourselves 
that it could be decreasing even more rapidly. Let us not fear that if the 
manufacturers receive more money they will be in control and will treat 
themselves to vacations on the Riviera. Wereally need this foreign exchange 
for our production. Our enterprise had calculated that, according to the 
operative criteria, we were entitled to a [foreign exchange allocation] 
quota of 27 per cent. The gentlemen from the Ministry of Foreign Trade gave 
us 15 per cent, and after much bargaining and many appeals they gave us 18 
per cent. Where are we to get the remainder from? I share the view that the 
mechanisms [of allocating foreign exchange] must be simpler, and that stable 
principles must be in force for a longer period. Ina branch [of industry] 
such as ours, it is necessary to plan at least 2-3 years in advance. 


M. Deniszczuk: I believe that the system, which is indeed of a very recent 
origin, will aim at relaxing restrictions and giving even greater authortiy 
and opportunities to enterprises. Ultimately we are indeed concerned with 
eliminating the regulation of foreign exchange. Such are the assumptions of 
this law. 


J. Siebeneichen: Yes. But we should begin by convincing everybody that 

the system has already begun to operate. An expression was used here with 
regard to bargaining with the Ministry of Foreign Trade. Well, the quotas [of 
foreign exchange allocation] are objectivized. We prepare them on the basis 
of data on exports and imports for the past three years. This is not 
particularly complex, either, which I emphasize for the reason that so much 
has been said here about the complexity of the system. Enterprises frequently 
file applications for higher quotas than those which result from the ratio 

of imports to exports. Then, indeed, arguments ensue. 


As for sources of financing of imports, there are two: certral funds and 
foreign exchange allocations. It is by no means possible to finance everything 
from allocations; for example, it would be difficult for all users of steel 
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to make a contribution to purchase iron ore. There are also manufacturers 
who would need 120 per cent of their allocation in order to finance their 
import needs. If they get their exports going, we indeed utilize various 
funds to help them; we make no secret of it. 


As regards the [foreign exchange allocation] quota, I am of the opinion that 
it would not be proper to make it uniform. Import intensiveness varies, 

and soon we would witness the appearance of manufacturers whose second 
occupation would be trade in foreign exchange... 


J. Soldaczuk: You continually fear that someone may earn too much, but I 
continually fear that export incentives may be too weak. Let us permit 
people to earn foreign exchange and spend it, and let us only make sure that 
there are no imports of luxury items. And these can be prevented through 
customs duties or import permits. 


J. Siebeneichen: There are those who speak in favor of raising [foreign 
exchange allocation] quotas, and there are also those who favor using these 
quotas in order to bring about a decrease in import intensiveness [of our 
production]. I do not know how to reconcile these viewpoints. Summing up, 
I would like to re-emphasize that the system has just begun to operate. 


M. Deniszczuk: The restraint on the part of the central administration is 
understandable in a situation in which every cent now earned is, properly 
speaking, not ours, because it has been spent earlier. On the other hand, 

we know that if we do not stimulate exports we will not earn enough money 

to come out of the [economic] crisis and make regular payments on our 

debts. From our discussion, and not only from it, we can conclude that the 
central administration stakes everything on making the system more dynamic. 
Our concern is that these intentions be stated clearly and communicated to our 
exporters. 90 million [dollars] in [foreign exchange allocation] accounts is 
not much. However, it is alreadv something, if we regard it as a promising 
start. 
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POLAND 


RESTRICTIONS ON POLISH IMPORT OF LICENSES DISCUSSED 


Warsaw SPRAWY MIEDZYNARODOWE in Polish No 1-2, Jan-Feb 82 Signed to press 
March 1982 pp 127-140 


[Article by Jerzy Cieslik and Ryszard Rapacki: “Contractual Restrictions in 
Polish Import of Licenses from the West") 


[Text] One of the most controversial issues in the field of Poland's economic 
policy in the 1970's was the accomplished policy of mass purchase of licenses 
from developed capitalist countries, during that period of time. A rather 
general conviction prevails that the errors of that policy, to a great degree, 
restricted the positive effects of the transfer of technology in the economic 
development process, 


It ig necessary, however, to stress clearly that the unfulfilled hopes con- 
nected with the import of technology are rather widespread, especially in the 
case of lesser developed countries. On the basis of the experiences of many 
countries,! it can be stated that the effects of a transfer of technology 
depend on a series of factors. The formal conditions comprising the contract- 
ual licenses exercise an integral role here in determining the transfer of 
technology. The final form of the contract is the result of a compromise be- 
tween the licensor and the licensee. Much depends on the bargaining position 
of both sides, their negotiating expertise; and likewise, their ability to 
foresee the long-term results of the transaction. 


Contract Conditions and the Technical Development of Licensee 


The conditions on which a transfer of technology takes place through the 
medium of a license often have a bearing, in an essential manner, on the scope 
of the licensee's effectiveness within the economy over the longer term, 
Clauses included in the contractual licenses can either stimulate or retard 
one's own research and development efforts; raising the qualifications of the 
labor force; growth of the general technological level, etc. 


One of the objectives of the licensing policy conducted by Poland was the en- 
deavor to assure the entire economy of the benefit of technological licensing, 
and to create the prospects of permanent contact with the latest generation of 
world technology through technologicai cooperation with the licensor. 
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Dissemination of Imported Technology on a National Economic Scale 


An examination of the scope of dissemination (diffusion) of licensing conces- 
sions in the Polish economy disclosed that limitations on the rights of the 
licensee to use the license only in a specific plant means a reduction in the 
amount of profits flowing from the spread of technological licensing beyond 
the plant (enterprise) of the immediate importer. However, guaranteed con- 
tractual liberty to use the license in an unrestricted plant produces--in 
accordance with these assumptions--visible {dications of the multiplier ef- 
fect on the economy; as a result of the diffisuion of licensing concessions 
from import to other enterprises, subsectors, sectors, etc. 


However, it should be remembered here that this is an oversimplified assump- 
tion. A restriction in the application of the licensing concession to a spe- 
cific plant, reduces the scope of diffusion only in relation to the subject 
matter of the license itself (finished product, subassewhbly or goods in pro- 
cess of production); it does not, on the other hand, reduce the possibility for 
independent “coercion” on the technological progress by the licensee of other 
plants and branches cooperating in the activation and continuation of licensed 
production (cooperatives, suppliers and consumers of licensed products). 


In connection with this reservation, the data regarding the area of the licen- 
see's rights appear to indicate that the conditions defining the possibilities 
for the use of the license by the Polish licensee, to a relatively significant 
degree, restricted the area of technological licensing diffusion outside the 
plant of the direct holder of the license. About one-third of the number of 
agreements, whose value represented 40 percent of the total licenses purchased 
following the war, contained a limitation on the application of imported con- 
cessions to only a specific plant. At the same time, however, attention must 
be given to the fact that 58 percent of the number of licenses (55.6 percent 
of the value) contained no formal limitations in the area of diffusion. 


The ministerial structure of the contractual conditions under consideration is 
rather uniform; only construction and metallurgy digress rather significantly 
from the mean. 4 In both instances, this seems to be rather understandable: a 
significant share of the contractual limitations in metallurgy is explained by 
the specificity of the technological process and the very nature of the treat- 
ment of metal ores. Next, in construction, where applied technologies are 
rather similar and widespread, the paucity of restrictive clauses appears 
evident. 


Contractual licenses with Japanese and Swedish enterprises contained the most 
conditions limiting the process of diffusion-<Italian, British and French firms 
contained the least. From the standpoint of value, the differences between 
both groups of countries are subject to substantial increases. 


If one considers the division applied in terms of time periods, an increase is 
noted tn the restrictions imposed on diffusion following 1970, as compared 
with the 1945-1970 period (especially as to value). This fact, in part, can 
be explained by a change in priorities in Poland's licensing policy: placing 
greater emphasis on the complexities involved in the purchase of licenses, 
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which was related to a growing tendency to gain access to the most recent con- 
cessions possible; this produced an adverse reaction on licensors, who by 
contractually limiting the dissemination of their technology in the hands of 
licensees sought to protect themselves against excessive infringement on their 
technological monopoly, and the creation of additional sources of competition. 





The tendency toward the growth of restrictions on the scope of diffusion simul- 
taneously appears to attest to the limited success of the licensing policy 
conducted by Poland in this field. 


Length of Cooperation 


In discussing the contractual conditions in the field of postlicensing coope- 
ration of the partners, attention should be turned to two interesting pheno- 
mena . 


First, in particular periods of time, there is an increase in the licensor's 
share of obligations to pass on to the licensee any improvements in the subject 
matter of the license. Secondly, the exporter of the license is more fre- 
quently bound to pass on improvements to the licensee than conversely. On 

this level, it is difficult to discuss the unprofitable influence of the con- 
tractual stipulations upon the possibility of conducting personal research and 
development work, and raising the technological standards of the branch or sub- 
sector. The deviation observed here is surely a deflection of the real possi- 
bilities of conducting research, and contributing to the development of tech- 
nology by the partners, and hence expresses the existence of a technological 
nap between then. 


On a ministerial level, the licensor most obligated to pass on information 
concerning developmental work conducted by him, occurred in the construction 
and machine engineering industry; the least obligated occurred in the chemical 
industry. However, among the licensors, those most inclined toward post licens- 
ing cooperation were the Japanese and French firms, while the least inclined 
were the Swedish and British. 


Restrictive Clauses in Licensing Agreements and the Development of Polish 
Exports 


The purchase of modern technology for Polish industry and other divisions of 
the economy, were to contribute significantly to an increase in exports, espe- 
cially to highly developed capitalistic countries. And thus, the industries 
negotiating licensing underetandings assured themselves, as per their natural 
aspirations, the possibilities of exporting products manufactured on the basis 
of imported technology. In turn the licensor, upon issuing the license, con- 
ducts a generally brisk exporting campaign in many markets. Taking into con- 
sideration the benefits flowing from the right to issue licenses, he likewise 
strives to eliminate negative effects from this transaction affecting his own 
position in the market. As a result of the above inconsistency, there are 
among other things, restrictive clauses affecting the activities of the export 
licensee. 











*[@3ed BuymoTyTo; uo Aay) 


‘Wowsorl Raseley CBewenTeD simeupod eu cuseIm eFUeZ>NeD o1p 942 (om 











(37 ) OGRANICZENIA KONTRAKTOWE 











oh 


oe | oe 





_(¢) ePeryeZ wiulomop 2} tal ah Te 





‘ "te us 8=— ee oet—esr «= $C) 
it 4 iw vm oe Si6i—IL61 cc 
st Lee o6! 6 cz ‘2 GLEI Op Ee: 
ma af TC) 
is ie To vee rez werey (OC) 
v oe 6 oe Lo ce afesy apeyoreg ( 47) 
, c'or ute e'es v1 eyuoder | Q77) 
’ : 69 Lt is or eretemzs | i2 
s eer on 008 iz efoemrg ( 97) 
e ote eel eel  ] 4yamm { CT) 
+ ese te ee et vso { $2) 
- oe» ols cer ad efouerg ( O77) 
6 ru ow re 1z ueiiog experm { 27) 
$I eco wor ow e nau ( Ta’ 
fesy Oz 

eee ose vu oz Ay2080 suns (OU? 

ee rer og L YhurimopNg moreeenm 
nysfwezig | emjorumopng ( QT) 
su sts oes oz empruiny ( ZT) 
re ees ow 6 OBeurweYyD npsuersa ( OT), 

ov rw cee et YoArotupOY | 
WreeMy udzee~y nypsdAwarig ( ST). 

vo oo « OBanoudeseyy npshuiari4 / eT 


OmpPlewiuij / 4 








(@QUWIN >S80U Tem | SQzZ>11) 
Weseoy CywTSizseyia Op f220;qQefaueR, Yoyumesdn soryez 


8, sey Miear veeredews — 


Lt *1q"1 


16 








Table 1. Areas in which licensee is authorized to use license (number and 
value of agreements) 


Key: 

1. Specific plant 19. Remaining ministries 

2. Optional plant 20. Country 

3. No data available 21. West Germany 

4. Wumber of agreements 22. Great Britain 

5. Percent of total number 23. France 

6. Percent of value 24. United States 

7. Number of agreements 25. Italy 

8. Percent number of agreements 26. Sweden 

9. Percent of value 27. Switzerland 

10. Number of agreements 28. Japan 

ll. Percent number of agreements 29. Remaining countries 
12. Percent of value 3%. Total 
13. Ministry 31. Included in total: 

14, Machine Engineering Industry 32. To 1970 

15. Heavy and Agricultural Machine 33. 1971-1975 

Industry %. 1976-1980 
16. Chemical Industry 35. Source: Personal count on the 
17. Metallurgy basis of Central License Registry 
18. Construction and Construction 3%. International Affairs 
Materials Industry 37. Contractual Limitations 


Clauses Directly Limiting Export Possibilities of the Licensee 


Apropos of the clauses directly restricting export, several typical situations 
stand out in the case of Poland's import licenses from developed capitalist 
countries. On the one hand, agreements are introduced according to which the 
licensee has no right to export products on the basis of the acquired techno- 
logy. On the other hand, however, there are agreements in force which pre- 
clude any exporting restrictions. These two extreme cases are interspersed 
with median situations, which rely on the “preservation” of only the licensor's 
most important outlets against the export activities of the licensee. In 
practice most frequently, two concessions are employed: 


1. The privilege of exporting to socialist countries is left up to the licen- 
see, because those markets are generally of little significance to capitalist 
industries; 


2. Export is permitted beyond specifically named countries where a ban is 
declared on exports. The ban most frequently includes the aget important out- 
lets for the licensor, and especially its country of origin. 


Statistical data ehow that the number of licensing agreements, in which a total 
ban on exports fe imposed, accounts for 11.5 percent of the total number of 
agreements, and scarcely 3.8 percent of their value. On this basis, it can be 
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presumed that the total ban on exports occurred mostly in instances of licens- 
ing agreements of relatively lesser value. At the same time, it is worthwhile 
to note the decided reduction in that portion of contracts bearing clauses 
totally restricting exports following 1970. Perhaps it is an indication of 
decidedly greater emphasis by Polish licensees aimed at eliminating the above 
clause, and is related to the growing interest in export sales. There follows 
an increase in the number of agreements devoid of export limitations; in con- 
junction with this, a clear tendency to increase this number became apparent 
only following 1975, especially with regard to the value of the agreements. 


Agreements including partial export restrictions are the most numerous. Their 
sbare in relation to the total period under analysis approaches 70 percent of 
the number of licenses, and 75 percent of their value. However, one can ob- 
serve a shift in emphasis, in the direction of select! se export restrictions 
for individual covatries. This formula proved to be more convenient, in view 
of the mounting interest of Polish licensees in the export of capitalist coun- 
tries. At the same time, numerous capitalist firms are developing a brisk 
export campaign in the socialist countries, and have no desire to relinquish 
this market to the licensee's control. 


Upon analyzing the data on a ministerial level, one can point to the high level 
of agreements wherein exports are completely banned, for instance, in metal- 
lurgy. Whereas in the chemical industry, comparatively few agreements reflect 
any export restrictions. The data suggest also that French, American and 
Japanese industries maintain a more liberal policy regarding the licensee's 
efforts to expand exports than do the firms of other countries. On the basis 
of the empirical material acquired, it is, however, difficult to attempt to 
e,plain the reasons for the outstanding differences. 


Clauses Indirectly Influencing the Status of the Licensee 


Irrespective of territorial restrictions, the possibilities for the development 
of exports on the basis of acquired technology are dependent upon competition 
surrounding a given product in the market place. In addition to the licensor, 
the Polish exporter competes with firms manufacturing on the strength of their 
own concessions. The number of competitors is subject to further increase if 
the licensor made the technology available to other licensees in various coun- 
tries. Large international corporations wost frequently follow this procedure 
in dealine with their foreign branches. In this situation, notwithstanding 
even the absence of formal restrictive clauses, the licensee has limited pos- 
sibilfties of gaining an entree into foreign markets. This is, it appears, an 
essential problem in the development of Polish exports, since two-thirds of 

the total mumber and more than 50 percent of the value of the agreements rep1e- 
sent nonexclusive licenses, and hence are of the type where the licensor, ha- 
ing granted some, will continue to grant Licenses to other licensees. 


Incidental to a vast majority of the industrial products, one of the most 
serious problems confronting the Polish exporter in the market places of capi- 
talist countries involves breaching the consumer's “confidence bar ier." Of 


great aeetetance tn thie sttuation te the use of the trademark and/or the fac- 


tory label of the licensor, especially if he maintains an established position 
in the world marketplace. 
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6. 


n advantageous to the licensor. Striving to maintain a world “image,’ 
nowned firms simply impose such an obligation on the licensee. A conflict 


e 2. The area of obligations of licensed partners to exchange improvements 


Licensor 22. Chemical Industry 

Licensee 23. Machine Engineering Industry 

No obligation to reveal improve- 24. Heavy and Agricultural Machine 
ents Industry 

Under obligation to reveal im- 25. Metallurgy 

provements 26. Construction and Construction 

Lack of data Materials Industry 

No obligation to reveal 27. Remaining ministries 
improvements 28. Country 

Under obligation to reveal 29. West Germany 

improvements 30. Great Britain 

Lack of data 31. France 

Ministry 32. United States 

Number of agreements 33. Italy 

Percentage 34. Sweden 

Number of agreements 35. Switzerland 

Percent 36. Japan 

Number of agreements 37. Remaining countries 

Percent 38. Total 

Number of agreements 39. Included in totals up to 1970 

Percent 40. 1971-1975 

Number of agreements 41. 1576-1980 

Percent 42. Source: Same as Table 1 

Number of agreements 43. Contractual Restrictions 

Percent 

he area of Polish import of technology, the situation is one of profitabi- 


Approximately 70 percent of the agreements include clauses granting the 
nsee the right to use the factory label of the licensor.4 This situation 
be definitely clarified by the fact that the use of the factory label is 


nterest arises most frequently when the importer of technology is not in a 
tion to adequately assure the manufacture of high-quality products. 


rictions in the Field of Technological Fxport 


ntrol of a license purchased creates the possibilities of exporting not 
licensed products, but even of technology itself. In practice, the licen- 


in this case, possesses a significantly weaker position than the original 
YT 
rjority, approximately 95 percent of the total number and value of 
fee greements established with the firms of capitalist countries, the 
lish licensees have no possibility of granting sublicenses abroad. Instances 
f at least partial elimination of restrictions in the area of granting 
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sublicenses are sporadic. No essential differences are introduced here, either 
on a branch or geographical level. It can thus be concluded that the licensor 
from developed capitalist countries attaches far greater importance to the 
preservation of his own interests in the international turnover of licenses 
than in the turnover of merchandise. 


The considerations introduced warrant the formulation of several conclusions: 


a. despite the existence of objective possibilities for a country with a cen- 
trally planned economy, such as Poland, to conduct a comprehensive licensing 
policy; it serves no purpose to eliminate all possible restrictive clauses 
from the contractual licenses; for this could react adversely under certain 
circumstances, and in a given area, upon the finel effects associated with the 
purchase of licenses; 


b. as the data indicate, restrictive clauses occur rather generally in licens- 
ing agreements concluded by Poland and the developed capitalist countries. 

This especially concerns export manufacturing licenses (over 80 percent of the 
agreements include clauses banning either, all or partial exports) ;> and the 
export of technology, by granting sublicenses (practically a general ban) as 
well as the diffisuion of licensed technology to other industries in the coun- 
try (about one-third of the number of agreements and 40 percent of the value). 
However, in the instance of postlicensing cooperation, as well as possible pro- 
fit from the factory label, the terms of the contractual conditions were mode- 
rately orofitable to the Polish licensee. 


c. thus, it appears that the influence of contractual conditions on the course 
of evolution in the areas analyzed cannot be unequivocally evaluated. To a 
certain degree, the conditions of the licensing agreements could (although 

they do not have to) reach adversely on the Polish economy (the export of 
licensed products, the export of technology, the areas of diffusion); in other 
instances, the effects could be favorable (for example, postlicensing coopera- 
tion and authorization to use the licensor's trademark.) Although the research 
conducted appears to indicate the general effects of the specific types of 
restrictive clauses, it does not provide a basis for the full formulation of 
motivated deductions as to the influence of those clauses on the final effects 
associated with the import licenses, In order to at least approximately evalu- 
ate this, it is necessary to relate the results obtained to other indicators 
illustrating the series of processes involved in forming and utilizing domestic 
and foreign technological knowledge in our country. Only then, will a possible 
answer come to the question of whether the contractual conditions in licensing 
agreements were the most important factors qualifying the effective use of 
foreign licenses, or also--against a background of other factors--was their 
role relatively restricted. Consequently, what form did these contingencies 
take in the individual fields? 


The proportion of contractual conditions regulating the extent of diffusion 
appears to manifest the existence of significant difficulties in the proper 
discounting of imported technology in the economy as a whole. 
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Table 3. Export Restrictions in Licensing Agreements (number and value of 


agreements) 
Key: 
1. Types of restrictions 25. Heavy and Agricultural Machine 
2. Partial restrictions Industry 
3. Export bans 26. Chemical Industry 
4. Socialist countries only 27. Metallurgy 
5. Bans on exports to some countries 28. Construction and Construction 
6. No restrictions Materials Industry 
7. No data available 29. Remaining ministries 
8. Ministry 30, Country 
9. Number of agreements 31. West Germany 
10. Percent of total number 32. Great Britain 
ll. Percent of value 33, France 
12. Same as key 9 34, United States 
13. Same as key 10 35. Italy 
14. Same as key 11 36. Sweden 
15. Same os key 9 37. Switzerland 
16. Same as key 10 38. Japan 
17. Same as key 11 39. Remaining countries 
18. Same as key 9 40. Total 
19, Same as key 10 41. Included in total: 
20. Same as key 11 42. To 1970 
21. Same as key 9 43. 1971-1975 
22. Same as key 10 44, 1976-1980 
23. Same as key 11 45. Source: As as Table 1 
24, Machine Fngineering Industry 46. Contractual Limitations 


At the same time, the dissemination of licensing concessions to thote subsectors 
known to be the principal importers of licenses (namely, the machine engineer- 
ing industry, the heavy and agricultural machine, and chemical “pdustries) 
comprised barely 25 percent of the licenses issued in 1966-1975. Inasmuch as 
approximately 58 percent of the licensing agreements did not include any re- 
strictions in the area of diffusion, it can he concluded that in addition to 

the restrictive clauses there alse exist other, often more significantly essen- 
tial, impedimente to the broad dissemination of foreign technology in the Polish 
economy. 


It is a fact that restrictions on manufacturing export licenses occurred in 
approximately 80 percent of the contracts. At the same time, only 11.5 percent 
of the agreements contained a total ban on exports, whereas the remainder pre- 
sented absolutely no obstacles in the handling of exports, at least in certain 
markets. In effect, the introduction of conditions restricting export-licensing 
agreements does not represent a satisfactory explanation for either the actual 
Slower temoo in the growth of export licensing as compared with licensing pro- 
duction in recent years (as a result of which the amount of exports from licensed 
production declined from 43,8 percent in 1972 to 25 percent in 1978)’ nor for 
the consistent recurrence of very low participation in the global export of 
licenses (6.2 percent in 1973 and 6 percent in 1978).8 
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Table 6. Right to Grant Sublicense (number and value of agreements) 


Key: 
1. Nature of restrictions 16. Country 
2. No right to grant sublicense 17. West Germany 
3. Socialist countries only 18. Great Britain 
4, Banned in certain countries 19. France 
5. No data available 20. United States 
6. Ministry 21. Italy 
7. Number of agreements 22. Sweden 
8. Percent of total number 23. Switzerland 
9. Percent of value 24. Japan 
10. Machine Engineering Industry 25. Remaining countries 
11. Heavy and Agricultural 26. Total 
Machine Industry 27. Included in total: 
2. Chemical Industry 28. To 1970 
13, Metallurgy 29. 1971-1975 
14, Construction and Construc- 30. 1976-1980 
tion Materials Industry 31. Source: Same as Table 1 


15. Remaining ministries 


Nor does this explain the reasons for maintaining an unfavorable balance in the 
exchange of licenses with the capitalist countries (the full cost of importing 
licenses-~the income from the export of licensed products) .? The structure 

of some other contractual conditions throws additional lifht on all the facts 
mentioned. Inasmuch as the licensor, in 90 percent of the cases, obligated 
himself to divulge all improvements in the subject matter of the license, this 
should--it would seem--serve to stimulate our exports and strengthen the com- 
petitive position of the Polish exporter in foreign markets. Poland's exports 
smuctd, likewise, benefit in the majority of its agreements from the right to 
use the licensor's trademark. 


The vast majority of licenses granted in the world are not of an exclusive 
nature. Consequently, the ratios analyzed in the licensing agreements nego- 
tiated by Poland should be accepted as the norm and not as a real obstacle in 
dealing with exports, or even a factor which could weaken our competitive 
position. This problem can be viewed still differently--the simultaneous 
granting of a license by the owner of a protective technological concession to 
many licensees leads to the creation of their ow type of "free competition” 
among these licensees, the attainment of which will require their efficient 
use of the license specifically, and their business expertise in general. 


Similarly, it is necessary to regard as normal, the endeavor of the licensor 
to protect his own interests, by means of a ban on the granting of sublicenses 
by the licensee. This ban acts only superficially as a barrier to the export 
of technological know-how by the licensee. It refers, however, to the fixed 
sublect matter of the license granted, but does not encompass the improved 
versions of even the completely new concessions contrived by the licensee (on 
the streneth of the license previously purchased as a consequence of post 
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licensing activities, among other things, conducted by him). In the meantime, 
it is possible to grant his own independent license. Simply for this reason, 
the symbolic character of Polish export of licenses following World War 1110 
constitutes an expression of, not as much adverse influence by the ban on 
granting sublicenses as contained in the contractual licenses, but mainly the 
weakness in postlicensing activity, and low effectiveness of the efforts con- 
ducted in improving the subject matter of imported licenses. The weakness in 
postlicensing efforts is also manifested indirectly by nonequivalence in the 
obligations of the partners to exchange improvements--the Polish licensee vas 
often simply not in a position to offer the licensor anything attractive. 


And consequently, it appears possible to propose the argument that, generally 
considering the matter, the contractual conditions in the licensing agree- 
ments negotiated by Poland were not the most important factor influencing the 
unsatisfactory effectiveness in the use of imported licenses. This does not 
at all mean that the role of the restrictive clauses cannot be evaluated. In 
many lostances, they can hence represent an unusually essential barrier to the 
growth of economic effectiveness and a source of unprofitable phenomena asso- 
ciated with the import of licenses (for example, the denial of access to inm- 
portant individual outlets, or the restriction on the multiplier effect ema- 
nating from the diesemination of foreign technological concessions). 


Likewise, an essential aspect of the unprofitable impact on the economy is the 
fact that the conditions incorporated in the licensing agreements can somehov, 
from the very beginning, restrict the freedom of the licensee's activities and 
compel him to perform specific options, inasmuch as they determine for him an 
independent variable of its own kind, a “rigid” element over which he has no 
influence. The importance of the problem is shown by the fact that in some 
instances of contractual restrictions as time goes by one can observe an 
unprofitable tendency toward the growth of the participation of these restric- 
tions in the total conditions of a given type (for example, formal restrictions 
on the scope of diffusion). This creates a threat of its own kind on licens- 
ing policy, as well as pressure requiring quick response to the appearance of 
unprofitable phenomena. 


FOOTNOTES 


Comp. Major Issues Arising from the Transfer of Technology to Developing 
Countries--Doc,. UNCTAD TD/AC. 11/10. 


2. In the context of value, many restrictions also occur in the case of the 
chemical industry. However, it is difficult to interpret this phenomenon 
on the strength of information avatlable. 


3, Frequently the possibility of exporting to a specific country, or even to 
a group of countries, is subject to the consent of the licensor in each 
instance (eventually with additional compensation for the acquisition of 
such consent being absorbed by the licensee). 
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4. The number of agreements provided the basis for estimating the quantity 
on the subject matter of which existing data concerning restrictive clauses 
vas available. 


5. For comparison purposes (although not completely adequate)--out of 130 
licenses acquired by the CEMA countries in the second half of 1977 and in 
the first half of 1978 in capitalist firms, clauses restricting exports 
occurred in 50 percent of the agreements. In this, a total ban on exports 
occurred in 32.7 percent of the cases; in 55.5 percent, export was allowed 
only in sqecific outlete; and in 25.2 percent, it could take place only 
within the framework of finished goods, complete equipment and installa- 
tions. Vid. J. Monkiewicz: Characteristics of the International Licensing 
Market. International Affairs, 1980, No 4, p 124. 


6. In the Machine Engineering Industry, this indicator emounted to 31 percent; 
in the Heavy and Agricultural Machine Industry, 24 percent; and in the 
Chemical, 14 percent. 

Vid. R, Rapacki: Diffusion of Imported Scientific-Technical Ideas. W: 
Import of Scientific-Technical Ideas from Developed Capitalist Count ies, 
Warsaw 1978, p 161. 


7. Personal estimate on basis of Main Statistical Office [GUS] data. 


8. Personal estimate on basis of GUS data. This indicator does not include 
export licenses which have expired; following allowances made for it, it 
would be somewhat higher, and, for example, in 1978 it would amount to 7.6 
percent. 


9, During the years 1973-1978, the cost of license fees, import setup and 
cooperation, as well as investments for the needs of licensed production, 
significantly exceeded income from licensed export production, both 
worldwide and in the second payments area particularly. The extent to 
which income covered expenses took on the following form [in percent] in 
the referenced years: 107.0, 88.1, 70.0, 55.0, 65.6, 99.2, as related to 
that of the capitalist countries with--46.6, 48.6, 37.9, 37.6, 39.1 and 
54.9. Personal estimates on the basis of GUS. 


10. During the years 1945-1980, Poland sold hardly 138 licenses abroad for $30 
million (102.9 million foreign-exchange zlotys). During this entire 
period, the number of export licenses in total export never surpassed 0.2 
percent, while the relationship of income from exports to expenditures for 
import licenses amounted to 1:29. 

Vid. R. Rapac’i: Polish Export of Licenses. Economic Life, 1970, No 21. 
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POLAND 


JULY PRODUCTION STATISTICS PUBLISHED 
Warsaw TRYBUNA LUDU in ‘olish 14-15 Aug 82 p 8 


[PAP Article: "GUS [Main Office for Statistics] Data On the Country's Econo- 
mic Situation--How Did We Do In July 19827") 


[Text] Im July the country's economic situation was cha- 
racterized by the following: 


--the gradual slowing of the decline in production of the 
processing industry persisted, and the growth in output of 
the mining industry and small-scale industry that began at 
the start of the year continued; 


-~-labor productivity as measured oy sales of industry pro- 
duction per emplovee increased; 


~-grain harvests and initiation of grain procurement started 
earlier than last year, and the status of root crops caused 
by the hot, dry weather worsened; 


--employment increased relative to June, and the demand for 
new workers increased; 


--demand resulting from ration-card needs was satisfied by 
partially returning to the frre sale of some assortments 
of state-controlled goods. 


Socialized Industry 


In July 1982, sales of socialized industry production (in constant prices) 
were 4.8 percent lower than July 1981 sales. As in previous months, however, 
mining industry production increased 6.8 percent, processing industry produc- 
tion decreased 5.7 percent and small-scale industry production increased 1.3 
percent. 


In comparison with July 1981, the coal, energy, nonferrous, paper and clothing 
industries increased production sales. Production in the remaining branches, 
especially in the textile industry, was lower. The production levels of the 
engineering, chemical, glass, whiteware ceramics and leather industries were 
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a little lower than July 1981 levels. Production decreased less in July than 
in June for the machinery, chemical, leather and ferrous metallurey indus- 
tries. Month to month production deteriorated in the fuel. metal, electrical 
engineering, electronics, wood-based and food industries. Coal extraction and 
production of electrolytic copper, nitrogen fertilizers, zinc and paper in- 
creased significantly. 


In comparison with June, each year production decreases in July because of in- 
creased vacation time. Taking into account a comparable work period, the 10.2 
percent in production this year vas less than in previous years (13.5 percent 
in 1979, 16.5 percent in 1980 and 14.5 percent in 1981). 


In this vear'’s January-July period, eales of industrial production (in con- 
stant prices) were 7.3 percent lower than the analogous 1981 period, 7.6 per- 
cent for the January-June pertod, 8.7 percent for the January-“ay period and 
19.2 percent for the January-April period. 


Labor productivity as measured by sales of production per employee started to 
increase in May of this vear. Productivity was 1.4 percent greater in July 
198? (4.9 percent for a comparable work period) than in July 1981. But for 
the January-July period labor productivity in industry was still 1.8 percent 
lower than the analogous 1981 period (1.4 percent for a conparable work 
period). 


Agriculture 


Om the one hand, the heat and lack of rain accelerated the ripening of grain 
acd created good conditions for harvesting work; on the other hand, they caused 
a lack of motsture in the sofl in most parts of the country which had 4 very 
negative effect on the status of root crops. The winter and spring erains 
ripened about the same time which accelerated field work significantly. As a 
result of the earlier harvests, procurement operations also began in July. 


In terme of poste!«seht+<t== weight of meat, 130,000 tons of butcher live- 
stock were procured tn July, which was 7.2 percent less than in July 1981. 

\s a result of the drastic reduction in the procurement of poultry--84.2 per- 
cent, procurement of slaughter cattle increased almost 32 percent and slaughter 
hoge 4.3 percent. Milk procurement was 3.1 percent greater in July 1981, but 
ege Procurement was 33.8 percent emallvr. 


In ‘uly, 8 tn previous months, suwplies of spare parts for machines and trac- 


tore did not tmprove, and deliveries of agricultural equipment vere late. 

The organization of emergency technical aid and interventionist supplies alle- 
viated the equipment and spare parts shortages. 

The Construction-Asseebly Industry 

In July baste productton of the soctalized construction-assem>ly enterprises 
was 17.8 oercent lower than Julv 198] srocuctton tad 127.7 scercent lower than 











. : 4 ‘7 > . ~ 2 
Socialized tlousing Construction 


During the January-July period, 55,300 housing units were built (2.9 million 
square meters of usable floor space) that is 31.1 percent fewer nousing units 
(30.9 percent less usable floor space) than in the analogous 1981 period. 
During the January-July 1982 period, construction was started on 665 new apart- 
ment buildings (25,800 housing units having a total of 1.4 million square 
meters of usable floor space). The total number of housing units in buildings 
under construction at the end of July amounted to 176,000, about 1.2 percent 
less than at the end of June 1982. During the first half of 1982 the con- 
struction of private self-financed housing units {ncreased greatlv--a 49.8 
percent increase (50.6 percent increase in usable floor space) in comparison 
with the tirst half of 1981. 


Investment Outlays 


In the first half of 1982 


, investment outlays for the socialized economy 
amounted to 314.3 billion zlotys, including 206.7 billion zlotys for construc- 
tion-assembly work. In comparison with the same period lasi vear, investmert 
outlays decreased 28 percent (including 20 percent for construction-assembly 
work), 
Transport 

In July 1982, the socialized transportation enterprises hauled 89.7 million 
tons of cargo, 15.7 percent less than in July 1981. The PKP [Polish State 
Railroads! standard-gauge tracks carried 3.2 percent less cargo and truck 
transport 24,3 percent less. In vomparison with June 1982, the average daily 
amount of cargo reloadings decreased despite the increase in the average stay 
of freight cars which is linked with increased freight car hold-over time by 
PDP customers. The average amount of truck cargo also decreased. 


Stocks of hard coal at mine storage yards continue to grow. At the end of 
Iulv, 1.6 million tons of coal were stored at Katowice Voivodship mines, about 
+S percent greater than at the end of June 1982 despite the fact that 13.4 
percent more coal was hauled away this July in comparison with July 1981. 





The increase in producer and retail prices in the first half of 1982 affected 
the growth in profits of most soctalized enterprises. In the first half of 
622 billion zlotys compared to 28 billion zlotys 

in the first half of 1981. From this profit, the enterprises paid income 
taxes of i409 billion zlotyvs. Despite price changes, large sums continue to be 

if{d for enterprise operations. In the first half of 1982, the enterprises 
tained ‘98 billion zlotyvs trom the State budget, including 109 billion 
zlotvs for the food industry, 65 billion zlotys for transportation and commu- 
nications and 43 billion zlotvs for the coal industry. 


1982 they earned profits of 


_— ’ 
re{s ace 

In terms of current prices, foreign-trade turnovers with the soctalist coun- 
tries {n ‘uly was 30.2 billion zlotys of exports and 43.1 billion zlotys of 
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oan 6. 


imports. Compared with July 1981, exports increased | 
decreased 9.1 percent. In the January-July period, export o the 

countries amounted to 254.5 billion zlotys and imports 279.2 billion 
(exports increased 11.5 percent and imports decreased 1.4 percent compa 


with the analogous 1981 period). 


2 
Y 


a 
O 
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The trend in turnovers with the socialist cour tries occurring this year 
changed in comparison with the same period last year when imports increased 
Strongly and exports decreased to these countries, incurring debts. Despite 
the changed trends, the surplus of imports over exports is continuing, espe- 
cially with the USSR. The debit balance in turnovers with the USSR during 


the January-July period 1982 was 34.4 billion zlotys. 


Exports to the capitalist countries amounted to 29,3 billion zlotys and im- 
27.5 billion zlotys (in comparison with July 1981, exports decreased 
recent and imports increased 7.1 percent). Exports to the capitalist 
ries during the January-July 1982 period amounted to 230.0 billion zlotys 
ports 161.8 billion zlotys (exports decreased 8.8 percent and imports 


4 
37.4 percent compared with the analogous 1981 period). 





lp to the end of July, 984 production and service enterprises obtained the 
right to use foreign-exchange allowances for exports to second-payments-area 
countries (capitalist countries) that were introduced within the frameworks 

of the economic reform (a right obtained also--in addition to exporting enter- 
prises--coproducing with exporters). The value of foreign-exchange funds 
stained from exports amcunted to $119.3 million of which $30.2 million were 
ised for imports. 


, 


} aa n | YyYment 


Average employment in basic sectors of the socialized economy--in industry, 
construction, transportation, communications and trade--was 435,000 less this 
luly than last July, that is 5.4 percent less. Industry employment decreased 
5.9 percent, construction 7.0 percent, transportation 4.5 percent, communica- 
tions 1.2 percent and trade 2.7 percent. Compared with June, however, average 
‘uly employment was higher in industry by 13,900,in construction 7,400, in 
transportation 3,200 ani communications 800. 


The demand for new workers in the labor market by employers continues to in- 
rease, At the end of July, there were 307,500 job openings compared to 
168,800 in July 1981. The number of people seeking jobs via employment offices 
lecreased a little to 18,900 at the end of July. People who did not receive 


fo offers received union unemployment benefits. 
/ 14 ’ Dp AV 
In July individual pay together with work compensations amounted to 82.9 bil- 
zlot in the basic sectors, 39.2 percent greater than in July 198] Tn 
industry, pav increased 44,1 percent; in construction, 30.9 percent: in trans- 
portation, 25.3 percent; in communications, 38.6 percent, and in trade, 40.6 














Average pay with work compensations (excluding compensation for family members) 
in the basic sectors--industry, construction, transportation, communications 
and trade--was 10,828 zlotys in July, an increase of 3,473 zlotys over July 
1981, that is a 47.2 percent increase. Average pay with compensations in- 
creased 53.1 percent in industry, including 70.4 percent in the mining indus- 
try, 43.1 percent in the manufacturing industry, 40.7 percent in the con- 
struction industry, 32.4 percent in the transportation industry, 40.2 percent 
in the communications industrv and 44.6 percent in trade. The larger increase 
in the mining industry is linked with the work of winers on free Saturdays 

and their increased productivity. The average pay with compensations was 
10,482 zlotys in April 1982, 10,625 in May and 10,795 in June. 


Personal income 


Total personal income was about 275 billion zlotys in July, an increase of 59.8 
percent in comparison with July 1981. Pay for work plus compensation increased 
49,9 percent, social welfare payments plus compensations increased 164.2 per- 
cent, income from the sale of agricultural products increased 57.3 percent. 
Total personal expenditures in July was 256.3 billion zlotys, an increase of 
69.9 percent compared with July 1981, which included a 78 percent increase in 
goods purchases. 


Retail Sales 
Retail sales by units of the socialized economy amounted to 232.4 billion 


zlotvs in July, an increase of about 85 percent in terms of current prices 
over July 1981. 





In comparable prices, retail sales in July were 18 percent lower than in July 
1981, including about a 30 percent decrease for nonfood items. Food sales 
decreased about 13 percent, but alcohol sales increased about 30 percent, 
which is linked with the return to open sales of some alcoholic products. 


The Situation in the Food Market 


The situation in the food market did not change much in July. Supplies of 
state-controlled articles covered issued ration-card needs. The assortment 
of meat supplies deteriorated. Some varieties of liquors and cigarettes were 
no longer rationed. 


Supplies of other food articles varied. There was a shortage of tea, potato 
flour, desserts and haby food. In general, most ’condiments were lacking be- 
cause of a lack of imports. As in previous months, imported wines were lack- 
{ng. Supplies of milk and milk products improved. There was a large supply 
of fruits and vegetables. 


Supplies of cleaning and personal hvgienic articles improved, but market sup- 
plies of other nonfood goods did not improve. The severe shortage of footwear 


and some assortments of clothes continued. 
11899 
CSO: 26! QS7 





POLAND 


EXPLANATION OF 1970 EXPENDITURES, PRESENT INDEBTEDNESS NOTED 
Warsaw POLITYKA in Polish No 27, 21 Aug 82 Suppl pp 18-19 


[Article by Zygmunt Szeliga [Deputy Editor-in-Chief of POLITYKA]: "What 
Became of Those Billions?": passages enclosed in slantlines printed in 
boldface] 


[Text] /This article could boldly be termed a discussion 
article. No longer reflecting the passions so typical of 
the last 2 years, the author attempts to survey the 
credit and import policies of the past decade. His main 
thesis is that, compared with other countries, the scale 
and structure of the purchases had not been high, and 
that the principal cause of the failure was not excessive 
credit and its "use" but solely the low efficiency of 

the Polish economy and flaws in its mechanism, that is, 
internal weaknesses. / 


Ihe current burden of indebtedness is nourishing simplified and primitive 
notions that generally deny the need and expediency of contrating any kinds 

of loans and reduce the problem of Poland's indebtedness to a mere voluntarism 
of the economic policies of Edward Gierek's team and the dissipation of 
billions of dollars by that team. 


An equally or even more widespread opinion is that the lion's share of the 
loans has been wasted and at present it necessitates sacrifices and 
ibnegations because the debts have to be repaid by the entire nation. 


The truth about the indebtedness is incomparably more complex and penetrates 
public awareness only with difficulty. It requires acknowledging that: 


--/there exists a certain narrow margin of credit and import decisions that 
clearly were senseless/ and dictated exclusively or chiefly by considerations 


prestiyc entertained by certain former prominent personages and also 

‘sionally by considerations of personal gain of the persons attending to 
these matters. But they account for only a very small percentage of the total 
indebtedness 
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--/There was a relatively broader share of ill-considered decisions/ that 

was not justified by needs, were not based on cost effectiveness, or were 
based on the selection of the worse instead of the better variant (the most 
classic example of such a choice could be the Berliet bus, but the opponents 
of this licensing [agreement] are exaggerating). But these acquisitions, too, 
were not the principal reason why the country was driven into the trap of 
indebtedness. Let me recall here that the objective commission active last 
year which analyzed license purchases had questioned only 10 percent of the 
import decision or, in terms of the value of production under license, 

even less. | 


--I[n terms of profligacy and losses--we had paid (and continue to pay) the 
price primarily for domestic reasons, and above all owing to the /ineffective- 
ness of investment and economic processes/. This was precisely the principal 
cause why a large part of credit purchases at times lay years uncrated 

instead of being put into operation and production, while another--installed-- 
part was not put into operation on schedule or failed to produce the expected 
economic effects, and the remainder wasted owing to material prodigality, 
mismanagement, carelessness, and low quality. But all that too lies only on 
the margin of the whole of economic turnover with the West. 


--/The greater part of the credits/ (and essentially of the whole of imports 
from the West) did "enter" our economic system and /became a major factor 

in economic growth/, to increase our national income and living standards, 
and activate exports. Today, we all are oppressed by the crisis and the 
great difficulties, the decline in living standards, etc. Yet it is an 
indisputable fact that in the 1970s the production potential of our economy 
had doubled and that in 1978--the economy's best year so far--generated 
national income was more than 80 percent higher than in 1970, net industrial 
output more than doubled, and in 1980 the average real wage was 55 percent 
higher than in 1970 and exports to the non-socialist countries had increased 
nearly sixfold in the 1970s (from nearly $1.3 billion in 1970 to $7.5 billion 
in 1980). Most importantly: a considerable part of the imports and credits 
continues to physically exist in our economy: it is working and producing, 
and it should and can work much better and produce incomparably more. 


--/It is not true, either, that credit and import policies in the 1970s were 
"made" by a small group of individuals from among the contemporary leader- 
ship. The fascination in the opening to the West was shared by hundreds of 
thousands of people,/ especially in industry, and not only by directors and 
managers but also by foremen, brigade leaders, and rank-and-file workers, as 
well as by nearly the entire public who in the years 1971-1976 hailed with 
enthusiasm the growth of credit-based imports to improve market supplies, they 
exerted a strong pressure to continue the increase in imports to better 
balance the growing purchasing power, and to diversify output, etc. 


Only if we bear in mind these truths can we justly assess the economic 
policies of that decade. The actual sources and causes of the great 
collapse are to be chiefly found in the inefficiency of che operating 
mechanism of the economy, in the absence of a motivational mechanism linking 
wages and incomes to better performance and prompting an increase in 
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productivity, efficiency, and quality. These are also precisely the 
principal causes of the waste of a substantial part of the credits and 
imports, ot their ineffective utilization. 


We Purchase? 

Now let us return to our principal theme: what happened to the loans? 
Essentially, the question, when so formulated, cannot be answered sensibly. 
point is that, in the world trade relations, most goods are purchased on 
Occasionally transactions occur that are partially paid for with 
During the 1971-1980 decade Poland 
purchased $58 billion of goods from the non-socialist countries. Of this 
total, about $36 billion of goods was bought on credit. We repaid about 
$20 billion of that sum in the 1970s (this is important information, which 
demolishes one of the widespread myths suggesting that we merely accepted 
loans without bothering to repay them). We entered the 1980s with an 
indebtedness of $23 billion, of which $16 billion in the value of goods 
purchased on credit and $7 billion in interest due and other obligations. 


The 
credit. 


cash and partially based on credit. 


In searching for an answer to the question of what happened to the loans, 
must primarily analyze the whole of the foreign purchases. Hence I 
propose to discuss what is unfortunately a substantial table illustrating 
the whole of Poland's purchases in the non-socialist coun ries during the 
1970-1980 period divided into five principal commodity groups. 


we thus 


What is immediately most striking in this table is that the gruwth of the 
imports--and hence also loans--burden of our economy has effected, in 
principle, every import sector. Taking each of these sectors in their turn, 
we observed that in the early 1970s /the imports of fuels and energy/ (in 


practice, meaning crude petroleum) from the dollar zone had not been signifi- 








cant items in our balance of trade and payments, but by the decade's end, in 
1980, they exceeded $1 billion, that is, 12 percent of the total imports 
from the nonsocialist countries. 


lable: Poland's Total Purchase From the Non-Socialist Countries During 
1970-1980, in Millions of U.S. Dollars 
Fuels and Producer Machinery and Agricultural Other 
Year Total Energy Supplies Equipment Goods and Food Commodities 
1970 L134 l2 438 268 280 135 
197 $17 18 196 340 325 138 
Ly 170 21 677 720 416 236 
14 98 10? 1200 1334 792 369 
ap 25 279 1894 953 475 
6/92 Y 479 2492 1041 411 
1470 +59 413 2573 149] 434 
29 468 vag 2359 1473 451 
1978 $82 142 2400 2378 1725 436 
17 R44 700 2800 2002 1954 588 
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1980 8466 1010 2668 1814 2425 550 
1971-..—s—“‘(ceOCO!” —— 
1980 58092 3813 19689 17906 12595 4088 





/NOTE: Producer supplies are construed as raw materials, metallurgical 
products, chemicals, mineral products, and pulp and paper products. 
Machinery and equipment also include complete industrial plants. "Other 
commodities" are mainly light industrial products. 


The dollar expenditures on /producer supplies/ for the economy increase nearly 
sevenfold between 1970 and 1979. 


rhe expenditures on /machinery and equipment/, that is, in practice, on 
capital goods, increased nearly tenfold between 1970 and 1976, and subse- 
quently began to decrease, but in 1980 they were still seven times as high 
as in the last year of the preceding decade. 


In the agricultural goods and food group we recorded a steady marked increase 
in imports with each year (excepting 1977 when a slight decline occurred), 
and altogether the total of these imports in 1980 were nearly 9 times as 

high as 10 years earlier. The growth of imports of other commodities, that 
is, in practice, chiefly light-industrial products, was the most modest. 

In 1979 it had reached its highest level, quadruple that of 1970. 


On the World Scale 


A correct assessment of import levels and import conditions presented above 
also requires that the contemporary world scene be considered. First of all, 
consider the whole of dollar-zone imports in the 1971-1980 decade. It 
slightly exceeded $58 billion; in terms of 1980 prices, this is tantamount 

to $80 billion. Such a sum appears horrendously huge and might lead to the 
belief that our economy is excessively import-intensive, dependent on the 
abroad, and so on. 


It is thus worth noting that /Holland, small as it is, in just one year--1980-- 
imported as much as we had imported in 10 years./ France and Japan imported 
the same amount in just 7 months of 1980. These comparisons point to an 
alarmingly low share of our country in world trade, which is primarily due 

to the insufficient export potential of our economy. Over the 10 years, 

the imports of capital goods totalled nearly $18 billion in current prices, 

or about S25 billion in 1980 prices. In comparison, in just one year, 1980, 
Holland imported more than $15 billion worth of machinery and equipment and 
France, $28 billion. 


These comparisons indicate that in our country's economic potential is 
renovated and modernized on an incomparably smaller scale than in the highly 
developed countries. The long-term consequences of this fact are readily 
conceived. 











[three Directions 


Following this digression, let us return to domestic matters. All that has 
been said above does not mean that the import policies of the 1970s did 

not contain basic flaws which are now among the wellsprings of the economic 
crisis and difficulties. 


Consider once more the table presented above, this time perusing its final 
row which shows total imports in the 1971-1980 period. Three principal 
directions of the imports can be readily gleaned from that row. Above all, 
there are the producer supplies for the economy, which accounted for nearly 
one-third of all imports during the 10-year period. In second place we 

have the imports of capital goods, which account for nearly more than 30 
percent of the total; and in third place, imports of agricultural commodities 
and tood--more than 20 percent. 

This comparison reveals that /in the 1970s imports from the non-socialist 
countries were motivated by all kinds of social and economic needs: 

current production needs, investment needs, and the consumption needs of 
society. This is the answer to the question of what became of the loans. It 
can be roughly stated that out of the total sum of more than $58 billion of 
imports from the non-socialist countries: 


--/we consumed about $15 billion/ in the form of imported foods, clothing, 
household goods, and automobiles and the gasoline to drive them; 


--/we used up about $28 billion on current production needs, with a sizable 

part of these imports soon becoming transformed into consumer goods (foods, 

based on imported feeds; textiles, based on imported textile raw materials; 
cigarettes, based on imported tobacco, etc) and for the population; 


--/about S15 billion served to augment the fixed assets of the national 
economy/ inthe form of industrial installations, plant facilities, 
technologies, etc. 


Such a structure of the disposal of imports has often been criticized, and 
the accusation has been made that "we ate up the credits" instead of 
utilizing them to expand the country's economic potential. 


Our problem is not that we ate up a large part of the credits but that /the 
increase in consumption was not commensurate with increased labor productivity 
ind management efficiency which could have increased production and exports 
and prevented the national problems resulting from its indebtedness. However, 


this fact cannot represent an accusation against imports as such but instead 
it is cri: icism of the entire economic policy of the 1970s. Of major 
importance also were the mistakes in agricultural policies which resulted in 
the stagnition of this sector of the national economy, so fundamental to 
consumption--which, in its turn, led to _ the need of continually increasing 
imports ot grain and fodder. 
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Let us also note that in the 1970s we had not been at all excessively 
spoiled" by imports of consumer goods. Aside from grain and fodder, it turns 
out that nearly the entire remainder of the imports of consumer goods con- 
sisted of the absolutely necessary quantities of such commodities as citrus 
fruits, coffee, tea, and cocoa, as well as small quantities of footwear and 
textiles along with entirely symbolic quantities of other manufactured 
consumer goods. It is difficult to consider all this as extravagance and 
profligacy. 


The Weakest Link: Co-Production 


The second and greatest part of imports are of capital goods, i.e., 
co-production purchases for current production needs. These are what have 
to be assessed most critically. But here too what mattered was not in the 
least any excessive scaie of such imports but, and above all, the mistakes 
committed in economic policies and in the operating mechanism of the 
economy, which necessitated large-scale imports of items which we should not 
have been importing. A classic example is metallurgy. The modern 
technologies and the facilities installed in the electrical machine building 
industry required the use of high-grade steels for production. However, 

the economic system was not capable of inducing an adequate quality of 
metallurgical production. As a result, the manufacturing of many components 
and subassemblies, and sometimes even of entire sets of equipment, had to 

be based on imported metallurgical products. 


A similar situation prevailed in many sub-sectors of the chemical industry 
and other branches. The problem of importing certain production components 
which we do not manufacture domestically or whose production we have 
abandoned was more complicated. Sometimes the related decisions were indeed 
hasty and unjustified. In general, however, it should be stated explicitly 


that such a direction of economic policies is entirely correct and economically 


rational--under one condition, namely, that a policy of genuine opening 

to the world is conducted, as based on a huge expansion of exports and a 
correspondingly adapted expansion of imports. We had proclaimed the policy 
of opening to the world and rapidly began to implement it with imports, in 
the hope that this would enable us to expand exports and gain revenues to 
offset the costs of imports just as rapidly. However, this did not happen 
on a sufficient scale. 


Let us note, finally, that, just as with imports of consumer goods, there 
is also a certain indispensable minimum of imported producer goods needed 
without which production is impossible. Light industry cannot dispense 
with cotton, which shall never grow in our climate, nor with wool, whose 
domestic resources shall never be adequate. The chemical industry cannot 
dispense with natural rubber, which is produced exclusively in tropical 
countries, and without phosphorites and potash salts, which are absent in 
this country. Metallurgy and the electrical machinery industries cannot 
dispense with ores of iron and manganese, bauxites, zinc, tungsten, and 
other raw materials that are absent in this country. The entire economy 
cannot function without crude petroleum and natural gas, and so forth. 
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Consider one more factor which additionally augments the burden of co-produc- 
tion imports on the economy--sometimes beyond the economically justified 
level: the special wishes of foreign purchasers of our goods, who are quite 
often ready to buy from us and to place larger orders with us, but under 
certain conlitions such as, for example, that we use special imported 
finishing materials in the textile industry, special paints and lacquers in 
the furniture or automotive industry, and so on. 


Definite Accomplishments Remain 


Irrespective of all critical remarks made concerning the import and credit 
policies of the 1970s, it remains a fact that these policies have left a 
solid and substantial legacy benefiting society. This legacy is represented 
by the approximately $15 billion spent during that period on imports of 
capital goods. That was a major factor in the overall increase in the 
economy's productive capacities. 


Of course, not all of these imports can be accepted without reservation. Even 
more to be criticized is the fact that a considerable part of the imported 
machinery and equipment and complete industrial installations has still 

not reached the planned production capacity, and that a substantial part of 
the imported equipment and facilities has not yet, on the whole, been put 

into operation and is standing idle in uncompleted production premises or 

even remains still uncrated. 


On the whole, however, a predominant part of the imported capital goods has 
"entered" our /production apparatus/ and is operating and producing. In 
this connection, there are quite a few instances of the attainment of 
impressive results in production for domestic needs and for exports. The 
automotive industry, which has been the object of so much criticism, has, 
owing to imports, become in the 1970s an important branch of the economy 
and has gained for itself a solid position as an exporter to the West. In 
1980 it exported nearly 100,000 finished passenger cars worth $170 million 
plus automotive spare parts worth an additional several score million 
dollars to the non-socialist countries. Another new major export branch of 
industry is the electronics industry, which is largely equipped with imported 
technologies and facilities. The imports of equipment for the Copper Basin 
have made Poland a leading world exporter of that metal. 


Negative examples also are known. Consider [the plants] Ursus, Police, 
POLKOLOR, or Wloclawek. Part of the fault belongs to those who made import 
decisions or concluded contracts without analyzing the terms of the 
agreements, the quality of equipment and technologies, etc. But at least 
as equally important for failure of these projects has been domestic 
indolence and the sluggish growth of the investment process--without any 
relation 'o imports, etc. However, these matters have already been more 
than once discussed and are well-known. 
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PROGRESS ON RAILROAD ELECTRIFICATION REPORTED 


Interview With Kiminski 
Warsaw TRYBUNA LUDU in Polish 18 Aug 82 p 1 


[Statement by Janusz Kiminski, minister of transportation: "Directions of 
Railroad Modernization, Support Base, Rails, Electrification" ] 





[Text] Transport, especially rail transport, has again become a bottleneck 

of our economy during the last few months. Numerous clients of the Polish 
State Railroads [PKP] increasingly complain that their transportation needs 

are not being met. There is shortage of freignt cars to carry coal, cement, 
wood and other goods. How do the railroads plan to overcome these difficulties, 
to increase their freight capacity? A PAP journalist addressed this question 
to Janusz Kaminski, minister of transportation. 


We have thoroughly analysed our present situation, said the minister, and, 
based on that analysis, we have been preparing a detailed plan of action. 

In it, we consider estimated assigned freight loads on the one hand, and, on 
the other, we keep in mind the most pressing needs of the PKP. 


We have estimated that this year railroads will transport about 80 million 
tons of freight less than in the so far peak year of 1978. This will be due 
mainly to the lower transport demands, which stem from the lowered production 
at different subsectors of industry and the construction industry and from the 
decline in foreign goods turnover. We shall most probably see a gradual 
return to the freight volume that had been achieved in previous years. 





We have concluded that our existing rail network will cope with the freight 
volume in coming years. 


However, we are planning to utilize the breathing space brought about by the 
present decrease in the transport load compared with the previous year to 
modernize and to strengthen the weakest elements of rail freight. This will 
happen chiefly by increasing repairs and improving the maintenance of both the 
support base and rolling stock that we now possess. We want to create proper 
conditions leading to a better and more efficient utilization of what we have. 


103 








Among other things, Kaminski said: During that period, our means and efforts 
will be centered around our technical support base, around improvements in 
rail conditions, around speeding up the electrification of new routes and, 

in the social area, around the construction of housing for our employees. 


Productive increase of the support base repair ability is an urgent matter for 
the railroads, as the technical shape of our rolling stock, specifically of 
our freight cars and of some makes of our diesel locomotives, is the weakest 
point of PKP. Om the average, over 56,000 cars are either being repaired or 
await repairs daily. To reduce this number appreciably, we must, first of 
all, be more effective in preventing the existing mass destruction of the 
cars by PKP clients at the time of the loading and unloading of goods and by 
the railroads at the time of dispatching the joining train convoys. To 
achieve this, we are trying, among other things, to speed up the supply of 
rail brakes for our main dispatch stations. Second, we have to strengthen 
our service-repair support base. 


Atter the support base, the rails take next priority. The bottleneck here 
is the switches, of which we receive only 60 percent of our needs. At the 
moment, we are saving the situation through imports from the GDR, but both 
the industry and PKP support base must establish the domestic production of 
switches. 


Finally [we ought to tackle the problem of] electrification. Its utility and 
effectiveness is so obvious that it needs no commentary or justification, 
especially during the fuel-energy crisis we are facing. Of the present 300 
kilometers of lines yearly, we want to increase the electrification rate to 
500 kilometers yearly within a few vears. By the beginning of 1990's we 

want to have totally ciectrified the entire basic rail net of about 12,000 
kilometers. The most crucial part of our freight is centered around it. 

We will be moving diesel engines from the routes of haviest train traffic to 
other routes. At the same time, we will be gradually eliminating the remaining 
steam engines, which after all are not everlasting and the production of which 
we will not renew. 


Progress Report 
Warsaw ZYCIE WARSZAWY in Polish 17 Aug 82 pp 1, 2 


[Text] Everythirg points to electrification becoming the sole factor that 
visibly influences the modernization of our rail transportation. 


This year, after a decrease, there is to be a new increase in electrification, 
up to 300 kilometers, so that the next year the route increase will be 400 
Kilometers. 


The advanced fulfillment of this year's tasks can be considered satisfactory. 
In May a successive section of the Odra trunk route was electrified and turned 
ver tor partial use between Brzeg Dolny and Scinawa. The preceeding section 


alone that route, 23 kilometers between Wroclaw Kuzniki and Brzeg Doiny, was 

















turned over for use in March this year. At the eighth exit from Silesia, 
the section Borowiany-Kielcza-Fosowskie was also turned voer for partial use 
in May. At the end of June, the section along the route between Trzebnia 
and Bolecin was also finished. 

The power line has also been put up on both tracks to Malkinie station along 
the Tluszcz-Wyszkow route and has been finished up to Mostowka station. 


Extensive work is still needed between Scinawa and Wroblin glogowski, in 
addition to the power line installed. Five road viaducts have yet to be raised 
and restructured. Restructuring is needed for five electric and tele- 
technical crossings. 


Along the route of the eighth Silesian exit from Zabrze toward Fosowskie 
the power line is in place almost throughout the section. At this point, 
the work still needs to be speeded up. Full activation of that route is 
anticipated by October. 


The program of electrification work during the months that follow depends 
greatly on the supply of materials. From now on supplies decide the order 
of individual construction tasks. After installation of the power line, 
building construction is of paramount importance, especially at the station 
auxilliary buildings. To complete these structures, we need a great many 
electric lines and insulators and those have been in short supply for some 
time now. 


All signs, however, indicate that PKP network power lines will increase this 
year by 300 kilometers. That will allow more efficient and cheaper fulfillment 
of transport commitments. Our country has domestic reserves enabling us to 
develop electrical energy, while fuel-propelled pulling power depends on 
imported fuel. Fuel considerations decide at present [in favor of] speeding 

up railroad electrification. 


Investments in electrification of the railroads bring returns in the Polish 
situation within a very short time, within 3 to 4 years. Replacing the natural 
fuel system with an electric one brings an average savings of about 11,000 
tons of fuel for every 100 kilometers of power line under medium load and 
thus allows a substantial lowering of costs. It is worth adding that about 
six percent of transportation in Poland is still done by steam engines, 
which in a short time must be replaced by a more modern system. Locomotives 
with long years of service ought to be put out to pasture, and new ones are 
not being made any more. Rolling stock for the electric line is produced 
domestically, while high power diesel engines have to be imported. Electri- 
fication presents an optimal solutionalgo in the sense of environmental 
protection and in improving working conditions of the line crews. 


At present, PKP has about 7,100 kilometers of electric line, which represents 
about 29 percent of regular rail lines. However, due to the electric trains, 
over 64 percent of all PKP-shipped cargo got moved last year. The present 

effort could camplete the next thousand kilometers of electrified ril network 


within the next 3 years. 
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PROGRESS IN LOCAL SELF-FINANCING EFFORTS REPORTED 


Bucharest REVISTA ECONOMICA in Romanian No 28, 16 Jul 82 pp 13-14 


[article py Gh. Voineg and G. Stefurea: “The Self-Financing of the Territorial- 
Admwinistrative Units") 

[text] The isprovement of economic and financial management and planning requires 
the igplementation of the principles of worker self-management and economic and fi- 
nancial self-ndministration at the level of the territorial-administrative units too. 
Worker self-tanageuent and economic and financial self-administration stimulate the 
people's councils to exercise the powers that devolve upon them, to carry out econoz- 
ic and social actions, to efficiently utilize monetary resources and to multilateral- 
ly develop the localities of the country. “The people's councils,” Comrade Nicolae 
Ceausescu mentioned at the Second Congress of People's Councils, “acting in the spir- 
it of worker self-management and economic and financial self-administration, must ex- 
ercise fully the powers that devolve upon them in the proper performance of industri- 
al activity, both in the national units and in those of local subordination, in 
small-scale industry, in the mobilization of the masses of working people to fulfill 
the plan in an exemplary manner, increasing their contribution to promptly sclving 
the problems connected with the optimsum functioning of all enterprises." 


Economic and financial self-administration at the level of the territorial-adminis- 
trative units has certain characteristics, namely: it provides the economic and fi- 
nancial framework needed for the exercise of the powers cf the people's councils in 
the economic and social development of the localities of the country; it reflects the 
autonozy of the local bodies in preparing and carrying out the economic plan and in 
using their own resources; it presupposes the existence of one's own base of income 
in each territorial-administrative unit from which the self-financing of the expenses 
put in the local budget is provided; it gives the local bodies an incentive to in- 
crease their own base of income and to efficiently utilize material and monetary re- 
sources; it necessitates the exercise of financial control over the formation anc 
utilization of local funds. 





Self-fimancing, as an essential feature of the organization and aanagement of the 
territorial-administrative units on the basis of economic and {.aancial self-adminis- 
tration, presupposes the meeting of the expenses put in the local budgets from their 
own inc-ses. Their own incomes reflect the resources that come from the local eco- 
nomic units, from taxes and fees from the population that are collected in the local 
budgets and sre used to carry out the actions in the jurisdiction of the local bod- 
les. Besides these incomes, which belong to the territorial-administrative units, 
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they receive incomes from the budget of the higher-ranking body for the purpose of 
making up the balance, 


The Growth of Their Own Incomes 


Different viewpoints regarding the self-financing of the territorial-administrative 
units have been expressed in the specialized studies. Some economists feel that the 
self-financing of these units reflects the meeting of the expenses put in the local 
budgets from their own incomes. In this opinion, the degree of self-financing of a 
territorial-administrative unit is established as a ratio between its own incomes and 
the expenses put in the budget. Other economists attribute a broader sense to the 
self-financing of the territorial-administrative units, asserting that it expresses 
the meeting of the expenses in the local budgets from their own incomes and those 
from allotted sums, namely from the tax on commodity circulation and the tex on the 
total pay fund in the national units. In order to bring out the differences between 
the two viewpoints regarding the sphere of the self-financing of the territorial-ad- 
ministrative units, we calculated the degree of self-financing in two counties and 
according to total local budgets. 


Table 1, The Degree of Self-Financing Calculated in the Two Variants in 1981-1982* 











On the Basis of On the Basis of Their Own 
Their Own Incomes Incomes and the Allotted Sums 
Category 1981 1982 1981 1982 
Iasi County 39.5 41.7 100 100 
Vaslui County 33.1 39.7 69.5 78.7 
Total local budgets 53.7 50.8 95.6 96.9 





* Calculated according to the law for adopting the state budgets for 1981 and 1982. 





One sees in Table 1 the differences between the degree of self-financing determined 
either on the basis of their own incomes or on the basis of their own incomes and the 
sums allotted from the incomes of the national budget. In Iasi County, for example, 
the degree of self-financing established on the basis of its own incomes and the al- 
lotted sums is 100 percent, but it met only 39.5 percent of its expenses in 1981 and 
will meet only 41.7 percent in 1982 from its own incomes. in addition, according to 
total local budgets, the self-financing calculated on the basis of their own incomes 
and those from allotted sums was 95.6 percent in 1981 and will be 96.9 percent in 
1982, whereas only 53.7 percent of the expenses in 1981 were met and only 50.8 per- 
cent in 1982 will be met from their own incomes. 


Although the local bodies are responsible for the entire economic and social activity 
in the territorial-administrative units, the resources from allotted sums do not be- 
long to them and do not reflect their own effort in the achievement of self-financ- 
ing. Consequently, we subscribe to the opinion that asserts that the degree of self- 
financing should be calculated and judged on the basis of their own incomes tha. are 
collected in the budgets of the territorial-administrative units. 


The self-financing of the territorial-administrative units is dependent on the fol- 
lowing factors: the amount of their own incomes; the level and rate of growth of the 
expenses in the local budgets; the distribution of their own incomes according to 
component budgets; the decentralization of the financing of economic and social ac- 
tions. 
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The calculation of the degree of self-financing on the basis of their own incomes at 
the level of the counties and the grouping of them on the basis of it illustrate the 
manner of application of the principles of the new economic and financial mechanism 
in this territorial-administrative unit. 





Table 2, The Grouping of the Counties According to the Degree of Self-Financing 
from Their Own Incomes* 


Interval 1980 1981 1982 
Up to 40 percent 18 8 5 
Between 40-50 percent 12 14 8 
Between 50-60 percent 6 M 16 
Between 60-70 percent 4 6 7 
Over 70 percent - 3 5 





* Calculated on the basis of the data in the laws for adopting the state budgets for 
1980, 1981 and 1982. 


The data in Table 2 indicate that in recent years consistent action has been taken in 
the direction of the decisions of the plenum of the RCP Central Committee in March 
1978 for strengthening the self-administration and expanding the self-financing in 
the territorial-administrative units. In the 1980-1982 period, the number of coun- 
ties with a degree of self-financing up to 40 percent has been reduced from 18 in 
1980 to 5 and the number of those with a degree of self-financing between 40-50 per- 
cent has been reduced from 12 in 1980 to 8 in 1982. In addition, one notes the in- 
crease in the number of counties with a degree of self-financing from their own in- 
comes between 50-60 percent from 6 in 1980 to 16 in 1982. To the sawe effect, it is 
also possible to mention the increase in the number of counties that meet their ex- 
penses from their own incomes to a degree of 60-70 percent from four in 1980 to seven 
in 1982, In 1982, five counties have proposed to meet over 70 percent of their ex- 
penses from their own incomes, namely Arad (70.02 percent), Brasov (80.4 percent), 
Prahova (81.1 percent), Sibiu (73.6 percent) and the municipality of Bucharest (86.6 
percent). 


The Development of the Resource-Generating Activity 


The degree of self-financing at the level of the communes, cities, municipalities and 
their own budget depends both on their own incomes and the expenses and on the sensi- 
ble application of the criteria for distribution of the incomes and expenses accord- 
ing to component budgets. Taking into account the number of communes and their role 
as basic territorial-administrative units, the grouping according to the degree of 
self-financing indicates the situation of the self-financing at this level. 


One sees from the data in Table 3 that the number of communes that met over 50 per- 
cent of their expenses from their own incomes was 20 in Iasi County and 35 in Vaslui 
County. This trend of growth in the number of communes with a high degree of self- 
financing is explained by the growth of the economic potential of the communes, by 
the improvement in the utilization of local resources and by the decentralization of 
some sources of income, 


/Their own incomes/ fin boldface/ represent the main factor on which the providing of 
of the self-financing of the territorial-administrative units depends. The level of 
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their own incomes depends on the degree of development of the production forces on a 
territorial basis, on the organization and efficiency of the activity in the local 
economy and on the distribution of the resources according to component budgets. The 
incomes in the local economy, which make up approximately 50 percent of the total, 
have an important role within their own incomes. Consequently, we will dwell below 
on several of the possibilities of increasing the incomes from the local economic 


units. 


Table 3, The Grouping of the Communes According to the Degree of Self-Financing 
from Their Own Incomes in 1981 





County 

Interval lasi Vaslui 

Up to 40 percent 30 11 
Between 40-50 percent 35 25 
Between 50-60 percent 12 14 
Between 60-70 percent 3 11 
Between 70-90 percent 5 > 
Complete self-financing - 5 


For example, the development of industry in the rural areas, especially of the activ- 
ities of processing agricultural products and of the bakeries, is meant to contribute 
to the use of the work force, to the utilization of local resources, to the growth of 
the sales of goods and to the growth of the resources of the local budgets. 


The raising of the economic efficiency in the construction-installation enterprises 
is being achieved by improving the organization of production and labor, by reducing 
the production costs, by using the production bases at full capacity, by preparing 
for manufacture, by applying modern working technologies, by increasing the percent- 
age of prefabricated parts, by using modern working solutions, by optimizing trans- 
portation and by scheduling and promptly carrying out production. 


The service activities are undergoing significant development in the current stage in 
order to provide a rise in the standard of living of the population. From the view- 
point of their structure, changes will be made in the communal-administration serv- 
ices, through the expansion of the district-heating and water-distribution networks 
and of those for sanitation in the localities and the closure and repair of streets. 
The service activities of the units of the artisan cooperative system for maintenance 
and repair of electrical home appliances and those for automotive maintenance and re- 
pairs are registering significant development. Special attention is being devoted to 
the service activities of the units of the cooperative system for production, pur- 
chases and commodity sales especially for maintenance and repair of radio and televi- 
sion sets and of objects for home use and the shops for repairing and making foot- 


wenr. 


The contribution of the cooperative units and organizations in the form of income tax 
constitutes an important source in the structure of the local budgets’ own incomes 
(between one-fifth and one-half). The raising of their participation in the growth 
of the incomes of the ‘ocal budgets and, implicitly, in economic and financial self- 
administration on a territorial basis is possible and feasible in the current context 
without changing the tax-computing system. In this regard, just in the organizations 
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of the artisan cooperative system and of the cooperative system for production, pur- 
chases and commodity sales in the two counties analyzed, an increase of about 4 per- 
cent in the amount and hence a 3-percent bigger amount of income tax are achieved by 
increasing the percentage of the activities of production and services in the total 
activity by 1 percent each. 


According to forms of cooperative ownership also in the structure of the component 
units of the county, the increase in income tax through the growth of the profit as 
a result of the structural changes in the activities performed is even more graphic. 
Thus, in the case of the artisan cooperative system, especially in the cooperatives, 
the growth of the profit by 1 percent through the growth of the volume of sales and 
services, keeping the costs at the same level (the reduction of them would increase 
the effect even more), entails an increase of over 4 percent in the income tax in the 
budgets of the municipalities and cities (as a result of also going from one tax 
bracket to another). In the cooperatives for production, purchases and commodity 
sales, the growth of the profit will be 4 percent for each percent of growth in the 
percentage of the production and services in the total activity, a fact that causes 
an increase of over 2 percent in the income tax in the communal budgets. 


Jince the budgets of the communes in the two counties analyzed have the activities of 
the cooperative system for production, purchases and commodity sales as an important 
source in the structure of the incomes, it also seems necessary to orient the local 
bodies of state power and administration toward this sector through guidance and help 
especially in the structural changes in the activities. 


Resources that will also be mobilized in the local budgets will be created by devel- 
oping the service activities. Im addition, the improvement of the worktime-utiliza- 
tion index, the reduction of the losses in the distribution networks and the improve- 
ment of the quality of the maintenance work and the overhauls and repairs on the 
means of mass transit represent ways to increase the incomes from the communal-admin- 


istration units, 


The organization and systematization of the cities is helping to save land and to re- 
duce the municipal expenses for the construction of roads and electricity, water and 
sewer systems. 


The Expansion of the Self-Financing of the Territorial-Administrative Units 


The development of the economic units of local interest and of the resource-generat- 
ing activities represents the decisive factor in increasing the own base of income 
and in expanding the self-financing of the territorial-administrative units. At the 
game time, self-financing can also be extended chrough the actions of external fac- 


tors. 


In this context, /with a view to increasing the territorial-administrative units' own 
pase of income, we support the idea of including in the sphere of their own incomes 
the tax on the total pay fund in the national units and the payments from profit by 
the enterprises in the food industry./ /in boldface/ These two incomes satisfy the 
riteria for inclusion in their own base of income. To the same effect, /we consider 
it justified for the payments from profit by the state enterprises and the agricul- 
tural mechanization stations to be transferred to the budgets of the territorial-ad- 
ministrative units in which they perform their activity./ [in boldface/ In this way, 
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a source of income especially for the budgets of the communes is provided and there 
is created a direct financial relationship meant to cause a qualitative change in the 
contribution of these enterprises to solving the problems of the development of the 
localities of the country. The growth of their own base of resources, the teduction 
of the dependency on the budget of the higher-ranking body, and the growth of the au- 
tonomy of the local bodies in carrying out economic and social actions and in utiliz- 
ing monetary resources are provided by means of these incomes. 


In order to stimulate the local bodies to achieve their own incomes, /the sums that 
are collectea above the planned level are used to make expenditures regarding econom- 
ic and social development in the third quarter on the condition that the overfulfill- 
ment of the sums collected is achieved overall, is maintained up to the end of the 
year and does not result from underestimates, the amendment of legislation or other 
sources in the preceding period./ /in boldface? The growth of the powers of the 
local bodies in utilizing the sums collected above their own planned incomes and of 
their responsibility in carrying out actions from these resources is provided by 
means of this provision. We feel that this provision of a nature to stimulate the 
growth of their own base of income would have a greater influence if their own in- 
comes achieved above the plan would not be taken into account when their degree of 
fulfillment is analyzed. 


Consequently, we consider it justified for the territorial-administrative units that 
have achieved and utilized the sums collected above the plan during the year to be 
judged from the viewpoint of the fulfillment of their own incomes in relation to the 
initial plan. In this way, the effort in achieving their own incomes is reflected in 
the context of the indicators for judging the socialist competition between the peo- 
ple's councils. 


12105 
CSO: 2700,%44 


111 











ROMANIA 


SPECIAL PROBLEMS OF AGRICULTURE IN MOUNTAIN AREAS 
Stimulating Production 
Bucharest ERA SOCIALISTA in Romanian No 9, 5 May 82 pp 24-26, 44 
[Article by Prof Dr C. Secrieru, of the Faculty of Economic Sciences in Iasi] 


[Text] Being a permanent reader of ERA SOCIALISTA, in particular I appreciate 
this publication's orientation toward treating some cardinal problems in the 
development of the mountain zone. The article published by Dr Eng N. Brasoveanu 
in No 23 on 5 December 1981 treats a particularly important group of problems 
for the mountain economy. Having studied this article, I felt that the problems 
of Carpathian economy deserve a broader discussion in the magazine. For that 
reason I am sending here an article which includes some aspects of the develop- 
ment of mountain economy in the counties of Moldavia. This article introduces 
opinions formed following a study of the mountain area for nearly two decades: 


Consistent application of the principles of self-leadership and territorial self- 
supply as well as the current requirements for modernization of agriculture means 
a detailed knowledge of all resources for inereasing vegetable and animal 
production existing in Romania and initiating some systematic actions to mobilize 
and use these reserves efficiently. In utilizing these resources it is neces- 
sary to proceed from the fact that, through its excellence, agriculture is a 
local economic activity. It adapts to the conditions in each zone. Only in 

this way can the great diversity of pedociimatic, economic and social conditions 
of Romania be used to increase agricultural production. Man's action on the en- 
vironmental factors within the agricultural production processes considerably 
changes these conditions. Despite this, local factors of climate, soil, relief 
and others basically affect production aud for that reason we cannot use the land 
and environmental factors existing in a given area efficiently unless we adopt 
systems of zonal production as a basic orientation in agricultural development. 
Each zone in this regard is to have a certain production structure and use the 
techniques appropriate for local conditions. 


[he hilly-mountain zone holds a well-shaped profile within Romania's agricultur- 
al systems. Agriculture in this zone has available special natural conditions. 
It is practiced around very dispersed locations, with each one's rural way of 
life. Due co this, the development of the mountain zone can be ensured only by 
initiating certain measures of economic policy based on knowledge of the basic 
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coordinates of mountain economy and the requirements for progress of the moun- 
tain rural area. In promoting these measures it is necessary to proceed from 
the fact that development of the mountain agriculture and economy overall! is 
of great i:nportance for Romania. 


Implementation of the pu. " on territorial self-leadership and self-supplv 
demands superior utilization of all resources of the population's plots in 
all zones of Romania, including those in the mountain zone. In this regard, 
Comrade Nicolae Ceausescu, the party secretary general, stressed at the joint 
plenum of the RCP CC and the Supreme Council for Economic and Social Develop- 
ment on 25 November 1981: "A greater emphasis must be placed on increasing the 
contribution of the peasant cooperative members and private peasants to pro- 
viding the Loca] consumption fund as we!l as state fund of agricultural food 
products. In particular I have in mind the valley and mountain zoneg, where 
contracting and acquisition of animals and animal products must be increased 
so that at least 30-35 percent of cow milk and sheep milk production is con- 
tracted for and acquired from this sector." 


The opportunities for increasing agricultural production in the mountain zone 

are great. They lie in the fact that the plots in this zone have available more 
than 9.4 percent of Romania's agricultural area, more than 15 percent of the area 
of orchards and they hold approximately 20 percent of the area of pastures and 

a large part of the numbers of cattle and sheep. In addition, here are located 

a large number of locations where a population exceeding 2 million inhabitants 
lives, in this way giving the zone multiple social-economic functions. 


Mobilization of reserves to increase agricultural production in the mountain zone 
can be carried out efficiently by a systematic coordinated approach to its devel- 
opment. The studies I have made with a collective for many years in Moldavia's 
mountain zone have brought out the sense of evolution of the mountain plots and, 
at the same time, have supplied a rich volume of information needed to substan- 
tiate the actions directed toward superior use of the material and human resour- 
ces existing in this zone. Some of the conclusions of the study mentioned will 
continue to be presented in this article. 


the broad economic and social changes which have taken place in Romania have exer- 
cised a powerful influence on the mountain settlements. The intense industrial- 
ization process has caused great migratory flows toward urban locations, job 
sites, mines and industrial centers. Many of the old mountain small villages 
themselves have become industrial centers. Basic changes have been produced in 
the zone's economic life. The industrial centers in the mountain zone and out- 
side it have brought a new polarization of the labor force, a socialist-type com- 
mercial network has appeared, while cultural life has taken on new dimensions. 

In this stormy evolution, the mountain farming was subject to multiple pressures. 
Basic changes in agricultural technique and technologies, enjoved by the big so- 
clalist units in the field zone, have created important differences between moun- 
tain agriculture and that of the other zones. The conditions for utilizing the 
products saw important changes, while massive replacement of household industry 
with products manufactured in the big industrial units brought changes in the 
population's employment and sped up the orientation of the labor force toward non- 
agricultura! activities. As a result of these changes, mountain farming also went 
through big changes. However, it has followed its own path, characterized hv a 
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slow rate ot development, with stoppages and even phenomena of involution. The 
negative etfects signalled in the evolution of the mountain economy partiallv 

ilso were caused by the fact that for many years it developed almost separete!ly, 
mly recently having measures initiated intended to involve the noncooperativized 
mountain zone along the path of general process of our socialist society. 


fhe agricultural plots in the mountain zone, although they followed somewhat an 
independent path, saw the influence of the big changes which took place in Ro- 
manian society. The increase of the population in most mountain locations led 

to the appearance of new plots. The demographic increase sped up the process of 
the break-down of these agricultural operations which in some locations reached 
very high levels. In the communes of Zemes, Oituz and others in Bacau Countv 

in 1980 there were a large number of farms which held areas less than .70 hectares. 
In Neamt County in the 1968-1977 period alone, the average area belonging to a 

farm tell from 3.65 to 2.40 hectares. 





lhe break-down of mountain farms led to the apperance of agricultural operations 
without economic power which, in order to be able to continue their activity, 

need special attention, a certain economic and financial protection, a differen- 
tiated technical aid. Most of the new mountain farms do not vrovide the neces- 
sary volume of work, except for a single person. As a result, the farms with a 
pronounced agricultural nature change rapidly into maxied farms. The typical 

farm in the mountain zone thus becomes a mixed farm, in which all family members, 
except the children, old pecple and a single adult person, work in nonagricultural 
branches. The zone's economic developmentbrought a corresponding increase in the 
number of farms of worker personnel. The residents working in mines, on job sites, 
in torest operations, in industry and in other activities continue to live in the 
villages and to keep their small farm and to work the smaller and smaller parcels 
of land. As a result, the number of farms of worker per.onnel increases vear af- 
ter vear, contributing to the change of the mountain zone into a territory based 

to a greater and greater extent on a mixed farm, In the 1968-1977 period alone, 
the number of mixed farms rose in Hangu commune, Neamt County, from 100 to 209, 
while the number rose from 320 to 480 in Dorna Candrenilor Commune, Suceava County. 


Mountain farming also has other features. In Moldavia's mountain zone, all the 
azricultural farms are of the complex type. They practice a large number of 
frops and raise many breeds of animals, with traditional resources and methods. 
fechnical innovations penetrate very slowly into agricultural production. The 
lands are worked with equipment drawn by horse and, very rarely, by work cattle. 
Outdated methods also persist in the foddering of the animals, while breeding im- 
»yrovements tiave recorded little progress, except for cattle. The old Stogosa and 
furcana breeds remain for sheep in nearly all locations. 


We also note big demographic changes in the mountain locations. The rapid eco- 
nomic development of certain zones has attracted a large portion of the active 
population toward nonagricultural activities, particularly toward forestrv, min- 

ing and chemical industries. Today many residents capable of work from the moun- 
tain communes are employed in nonagriculturai branches, leaving the communes, 
changing their place of residence or commuting daily or weekly. Most of them who 
leave the mountain logations to work in nonagricultural activities are voung people. 
The number of young people remaining to work on the farms is continually falling. 
lhe surveys I made in 1978 and 1979 in the communes of Oituz (Bacau), Hangu 
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(Neamt), Malini and Dorna Candrenilor (Suceava) show that the number of young 
people remaining to work on the agricultural farms is around 18 percent for 
those born in 1948-1958. The younger generations remain in agriculture in 

an even smaller percentage. Such an unfavorable demographic evolution in the 
mountain zone puts its mark on the use of the land, on timely execution of 
jobs and, generally, on the entire evolution of agricultural activites in each 
location. 


Despite the fact that the mountain zone does not have very favorable conditions 
for the development of agricultural production and other activities, general 
economic considerations as well as social and political ones are required so 

that this territory remains populated and has its own network of locations which 
would be involved in the prosperous evolution of the entire country. Practical 
fulfillment of this goal requires a certain economic policy toward this zone, 

a system correlated with measures which favor the superior utilization of natural 
and human resources which exist. Measures of economic policy for the mountain 
zone should be very flexible and differentiated in order to be able to include 
the diversity of conditions of the mountain economy. At the same time they should 
be well correlated as a system, the effect of some of them amplifying and stimu- 
lating the action of others. 


Among the priority measures which may be initiated with a view to development of 
the mountain zone, first in order of importance are those for economic use of all 
land areas. This is because rational exploitation of all agricultural land areas 
in Moldavia's mountain zone presents a multitude of problems which still have not 
found the appropriate solution. The noncooperativized zone in this portion of 
the country is distinguished by 4a mountain relief with very steep slopes, some 

of them accessible by any means of transportation with difficultv, with a bitter 
climate, freezing and long winters, with massive snowfalls and with rapid and 
abundant rains in the summer. The soil's fertile layer is thin and podzol for 
the most part, but with a rather large fertility in order to produce fodder. The 
spontaneous vegetation is quite varied, while it is rather abundant on some areas 
due to the great volume of precipitation, particularly during the summer. These 
natural conditions place the agricultural land in the mountain zone in the group 
of those with low fertility, which require supplementary efforts to be cultivated 
compared with those on the plains. The persons holding these lands must be given 
material incentives or else their interest in cultivating these areas falls. 

The incentives above all must be economic ones and technica! assistance. The 
cultivation of these areas as well as the structure of the production obtained 
can be affected directly through economic means. 


This conclusion results from an analysis of the evolution of the changes occur- 
ring in cultivation of areas in the mountain zone. Keeping low prices over an 
extended period for grains and grain products, selling these products through 
the network of trade in the mountain zones in the quantities requested by any 
consumer have weakened interest in cultivating grains in all mountain locations. 
Farms in the hilly-mountain zone are becoming oriented more and more toward the 
cultivating of fodder, potatoes, vegetables and trees. Increase in the pasturing 
tax, the more difficult organization of pens due to the lack of shepherds have 
caused many producers in Bacau, Neamt and Suceava Counties to use the existing 
pastures , hayfields to raise cattle. Many hayfield owners in the mountain 
zones annually were harvesting quantities of hav which exceeded the needs of 
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their own tarms, which they were selling to other animal raisers, including the 
soctalist units. Gradually the quantities of hay in the zone got smaller so 
that in some villages not even the requirements of the local residents are be- 
ing satisfied. The reduction in quantities of hay as well as obtaining of 
inferior hay in the mountain zone are due to the more and more difficult con- 
ditions in which the harvesting of these areas is carried out. The owners of 
the hayfields, old pecple for the most part, cannot mow all the areas on time. 
[The year-to-year rise in the cost of a hectare of hay has led to this job's be- 
ing done with great delays, with low-quality hay being obtained, while large 
areas have been changed into pastures or have remained unharvested. Due to the 
conditions shown, annually large quantities of valuable fodder are lost. Also 
added to what has been pointed out are the transport conditions. Inappropriate 
maintenance of the roads and lack of means of transport make it almost impossible 
to transport the hay from some of themore isolated areas. The result is that 
the change in production conditions easily orients the mountain economy fa a 
certain way. 


The new framework created by applying territorial self-leadership and self-supply 
forms a base for utilizing the most varied forms of material incentives for res- 
idents in mountain zones. It is necessary for these incentives--whether it is a 
matter of continued improvement of the system, of contracting and acquisitions 

as a whole or of prices or other material advantages--to be directed toward cau- 
sing each producer to fully cultivate the area he holds, to give him incentives 
to cultivate large areas with grains and potatoes and, what is most important, 
to maintain the mountain hayfields and harvest them appropriately. 


Appropriate selection of the varieties and hybrids cultivated also is necessary 
for economical use of the land fund in the mountain zone. In most of the communes 
in the Moldavian Carpathians large areas are cultivated with corn. Small produc- 
tion is obtained from this crop but, in recent years, large areas have not reached 
full ripening, ruined by frosts and early frosts in the fall months. Improvement 
in the crop structure could be achieved by recommending certain corn hybrids ap- 
propriate for the mountain climate conditions and by better supply with rve, bar- 
lev, flax and potato seeds, which would hold a greater share of the structure of 
the areas cultivated. Change in the crop structure, however, should be made with 
some prudence, differentiated for each commune, avoiding lack of inventiveness and 
using difersified methods each time for material incentives for the producers. 


Much greater quantities of fodder can be obtained from the mountain pastures than 
what is being harvested now. In order to increase per hectare output, it is 
necessary in this zone to carry out some land improvement projects which would 
lead to combatting soil erosion, excess moisture, and soil saltiness and acidity. 
Large increases in production can be obtained by extending projects to clean the 
brush by dispersing the heaps, bv resowing a rational pasture on all areas etther 
partially or totally. All these projects must be done differentially, with 
continuous technical assistance in order to eliminate some mistakes with negative 
effects on the evolution of fodder production for vears to come. Fertilization 
of the pastures is very current. In recent vears, stable waste has been used 
nearly exclusively on lands right next tec the houses; this fertilizer has been 
administered just sporadically in the havfields and pastures. Chemical fertili- 
zers are being used in verv small quantities, while extending them requires aert 
cultural-chemical plotting projects and certain special measures of anti-pollution 
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due to slopes with very great inclinations. For that reason the onlv method 
of fertilization under all conditions ts fertilization by tirlire[word unknown]. 
It its being used for sheep on a broad scale, but also can be extended to cattle. 


Since the areas of land in the mountain zone are being used under differing 
social-economic conditions,we have the need to reflect on these particular fea- 
tures in land legislation. For this reason it is very current, along with 
keeping the land register up to date, to have specific regulation of certain 
social relations such as circulation of agricultural lands through sale-purchase, 
inheritance rights, adaptation of standards for systematization of lands and 
locations, aiming at preserving certain valuable traditions in building homes 
and establishing mountain villages. 


The mountain economy as a whole and the agricultural activities on this terri- 
tory cannot be conceived of without mechanization. Whereas todav mechanization 
in agriculture seems more like a requirement for carrying out difficult projects 
and for increasing labor productivity, the agriculture of these zones cannot be 
conceived ot for the long range without mechanized work methods. Concepts of 
work evolve very rapidly sometimes. The voung people who remain in agriculture, 
even in the most isolated location, want to work with machinery. Concepts on 
life and work have evolved together with Romania's general progress and, as a 
result, thev want better working conditions. From the survevs done in the com- 
munes of Oituz, Hangu and Dorna Candrenilor we see that many voung people want 

to work in vegetable production or animal raising, however with minimum technolo- 
gv, with methods other than the traditional ones. Mechanizationof agricultural 
jobs in the mountain zone becomes more and more current because of the fact 
that the price paid to do some principle {obs--sowing, howing and transport-- 

has increased very much in recent years. In Hangu Commune in Neamt County 709- 
800 lei has been paid tn recent years for manual sowing of a hect  , while 
500-600 lei has been paid for total hoeing one hectare of corn. High prices are 
also being paid for transporting the products and to do other jobs being carried 
out in hill and mountain agriculture. All these conditions reauire that specific 
solutions be found for the mechanization of mountain agriculture and for supplvine 
it with the tools and other materials needed for production. 


In order to solve the supply of the mountain farms with the means of production 
they need, the establishing of certain priorities also is required. There is 
primary immediacy in the appropriate supply of mountain residents with simple 
agricultural tools: ploughs, hoes, harrows, shovels, shears for trees, shears 
for sheep, manual cleavers, sprinklers. These tools are reaching the agricul- 
tural producers with difficultv, which ts the fault of some of the industrial 
production units or other times the fault of the cooperative trade. There are 
long periods during the vear when the village stores are not supplied witl these 
tools, while those with urgent need for them have to search for them davs on end. 
The supply with traditional agricultural tools, however, remains an important 
problem for the present, since in the future it is necessary for us to move to 
mechanization on a broader front for the agricultural fobs in the mountain zone. 


The mechanization process will be carried out on these farms, according to a new 
concept which takes all the zone's conditions into account. It is necessarv for 
all types o! machinery utilized here to be small-gauge, to be light in order to 











be transported on the mountain roads and to be able to work on sharplv- 
inclined slopes and to be delivered at prices accessible to the small] pro- 
ducers. Much of this machinery already is being manufactured in Romania,but 

a very small quantity, and it is being delivered at prices which are rather 
high. Nor should one omit the electrical apparatuses utilized in preparing 
fodder and in the processing of certain products and other jobs in raising the 
technical level of production. By utilizing the hydroelectric energy potential 
of all mountain waters, wind energy, inferior coal and other local resources, 
in the future the mountain villages will receive a large quantity of electric 
energy, of which a large portion will be used in agricultural production, par- 
ticularly in some zootechnical jobs--shearing the sheep, milking the cows, pre- 
paring fodder and other jobs. These changes in the production conditions will 
directly affect labor productivity and, at the same time, will create an attrac- 
tiveness for the young people for agricultural activities. 


Moldavia's mountain-hilly zone has available large numbers of animals. Animal 
raising in this part of Romania, beside the fact that ithas a lone tradition and 
has available large reserves for its future development. Large areas of pas- 
tures and hayfields existing in each commune in this zone are the most important 
reserves for increasing the quantity of fodder needed to raise cattle and sheep. 
Through simple jobs of cleaning up the brush and other useless vegetation, bv 
fertilization and organization of a rational pasturing , the quantity of fodder 
obtained per hectare of pasture can be doubled. The use of this fodder, however, 
requires differentiated measures for the purpose of providing incentives to the 
producers to raise as large a number of cattle and sheep as possible. 


The increase in prices for contracting and acquisitions for animals, poultrv, 

cow and sheep milk starting 1 January 1982 will provide incentives to a greater 

and greater extent for producers in the mountain zone to raise and deliver to the 
state a larger and larger number of animals, poultry and other products. However, 
these measures must be sustained and applied consistently. For the mountain zone 
the utilization conditions may be improved very much by having more sensible place- 
ment of the network for processing of products as well as estab’ishing new pro- 
cessing centers for sheep's milk for the purpose of obtaining high-quality cheeses. 
An important scimulus could also be the construction of model sheep pens, adaptable 
under many relief conditions in order to be used for production and, in certain 
cases, as small tourist spots. 


Fnsuring a blossoming economic life in the mountain zone cannot be achieved 

just by development of agricultural activities. The long-range evolution of the 
mountain locations means a harmonious knitting together of agricultura) a:tivities 
with other occupations, such as fishing, utilization of forest fruits, the organ- 
ization of tourtsm and commercial activities and services. A decisive effect on 
soctal-economic processes in these locations, however, is played by the indus- 
trial development of the mountain zone. Industrializtaion of this territorv 
must seek a path specific to the conditions existing in the mountains. Here the 
big industrial units must be completed with small units placed in the communes, 
while priority should be given to those branches and enterprises, insteadof the 
hig industrial enterprises which require big groups of labor force, which offer 
the opportunity for organizing production in dispersed workshops which can be 
placed within a range of 20-30 km, which create the opportunity for organizing 
work at home and which favorably influence the indicators for employment of the 
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male and female work force. Only in this way will the mountain zone keeps its 
economic vigor, which is so necessary to stop the depopulation of the mountains 
and to preserve the important social and cultural values existing here for 
hundreds of years. 


Ensuring Animal Fodder 
Bucharest REVISTA ECONOMICA in Romanian No 28, 16 Jul 82 pp 12, 17 
[Article by Dr N. Brasoveanu] 


[Text] With a view to increasing agricultural production and fulfilling the 
plan for contracting and acquisitions, the individual agricultural farms are 
enjoying state aid in activities to improve the land fund, to provide pastures 
and the improvement and rational exploitation of the pastures, delivery of bio- 
logical material and the chemification and mechanization of agriculture. 


Under conditions where animal production is the priority branch in mountain ag- 
riculture, while within it the grass-eating animals--cattle and sheep--hold 
the greatest share, providing the necessary pastures and the balance between 

the numbers of animals and the appropriate fodder base is one of the main prob- 
lems of mountain agriculture. In this regard, giving a ratio between the number 
of animals belonging to individual agricultural farms and the area of pastures 
and hayfields on them and the pastures distributed by the people's councils, we 
see that the load with animals--expressed in general in unit of large cow(UV™M) 
per 100 hectares of pastures-~varies very much by territory, being several times 
greater in some counties compared with others. So, even at the level of some 
neighboring counties, under conditions of a production potential of the partic- 
ular pastures which are close, the density of grass-eating animals per 100 hec- 
tares Of pastures and hayfields as personal property and in use varies between 
39.6 UVM in Alba County and 71.7 in Sibiu County, between 17.5 UVM in Prahova 
County and 35.5 in Brasov County, between 27.9 UVM in Neamt County and 57.1 in 
Suceava County,that is, approximately a 1:2 ratio. What is more, in the non- 
cooperativized zones in the county, the load with cattle and sheep on the pastures 
very much exceeds the average for the country, being at the level of 129.1 UVM 
in Satu Mare County, 125.5 in Salaj County and 104.2 in Vrancea County. These 
differences in density of animals for grazing show the need for having the 
decision-making organs at the central level regulate the accessibility of gra- 
zing by the animals in the counties which are behind on the pastures in the 
territory of the counties, having available excess areas of pastures and the 
organization of such facilities within each county at the commune level. So, 
production ceilings in the zones which are short cannot be achieved at the 
level of the animals’ biological potential while this fund is only being utilized 
partially on the territories with excess hay and fodder. 


In this framework of the problem, against the background of better distribution 
of the state's pasture stock, at least at the level of neighboring counties--as 
an example we mention that Brasov County, with a density of grass-eating animals 
belonging to individual farms of 35.5 UVM per 100 hectares of pasture--it is 
correct to request the pasture stock which belonged to the shepherds from 1700 
to 1968, held since this date by the counties around Prahova (with a load of 
amimals for grazing of just 17.5 UVM per 100 hectares of pasture) and Dimbovita 
(with a density of animals which is lower in the noncooperatizived zone). 





\t the same time there is the opportunity for better distribution of the moun- 
tain pastures belonging to the people's councils,depending on the distances at 
which the perimeter of the pasture compared with the residential location is 
located. In this regard, for example, Fundata Commune, located at the south- 
western limit of Brasov County, in immediate proximity to Arges County, having 
adjacent the Colti and Grindu Mountains of the Bucegi group, intended for the 
grazing of me communes in Arges County, requests that this stock of pastures 
be moved into its use in exchange for other pastures which have been assigned 
to it in Arges County, located far from the commune mentioned. 


Under conditions of clear gaps between the numbers of animals and the stock of 
pastures on the country's mountain territory, moving the flocks is a possibility 
for improving this situation. From the earliest times Romania's shepherds moved 
their flocks. Following the shearing of the sheep (May), at the beginning the 
flocks climb and stay in the mountains until September and after this date thev 
descend to the hayftelds and eat after grass and in October they leave for win- 
tering in the fields. Since the problem of moving the flocks of sheep through 
different counties and locations is becoming more and more difficult, we propose 
that it be regulated by the organs with regard to organizing and planning the 
dates and places for the move and having the local organs respect the clauses 
agreed upon. Within this method for shepherding,it is necessary to restudy the 
practice of requiring shepherds moving their flocks of sheep to contract for 
the animal products for the state fund in the zones they come to for wintering, 
to the detriment of the mountain counties to which they belong, which provide 
them with pastures during the most active vegetative period of the vear. For 

the purpose of providing material incentives for all sheep raisers in the countrv 
in moving their flocks, proposals have been made in the counties and locations 
investigated for this problem for consent to the state reserves and flocks of the 
soctalist units in the fields through reciprocity in the Alpine pastures, since 
during the winter they keep the flocks coming from the mountain zones, with the 
organizing of the moving of flocks being done jointly by the raisers in the fields 
and in the mountains, thus fully utilizing the experience of the shepherds from 
the mountain territories who practice the traditional moving of flocks. 


The commune pastures in the mountain zones generally are not veiy productive due 
to the invasion of brush, the physical structure and unsatisfactory chemical com- 
ponence of the ground, its state of poor fertility under conditions of excess 
moisture or erosion and as a result of insufficient fertilization action. The 
problem of the scarcity of fodder in the mountain zones, under conditions of the 
continued increase in number of animals, is not solved so much through a new dis- 
tribution of pastures on the territory as by improving the entire stock of pas- 
tures in the noncooperativized communes, too. For this purpose, it is felt to 

be necessary to join efforts to carry out certain projects to maintain the pas- 
tures with the intervention of specialized enterprises within the complex action 
to modernize the pastures; this means supply with the water necessary, opening up 
means of access, building of shelters, pens, doing land improvement jobs, main- 
tenance and fertilization, particularly sowing and super-sowing . These kinds 
of actions were carried out in the joint effort of the animal-raising associations 
and the state through the pasture enterprises for wodernization jobs of the pas- 
ture in Rachitis, Josenii Birgalui Commune on an area of 140 hectares and the 
complex of jobs undertaken for modernization of the Fortata group of pastures, 
comprising 1: perimeter of 350 hectares, where water also was introduced for the 











animals. ne also may mention as reference the modernized pasture on an area 
ot 280 hectares in the Fagatel mountains, belonging to the Sant Commune 
in Bistrita-Nasaud County. 


It should be stressed that prompt and complex intervention in the direction of 
pasture improvement is required in particular by the Alpine pastures contami- 
nated for the most part by Nardus. Having thorny and sharp leaves, this plant 
ishard to digest and is not consumed py animals. A tangible expression of the 
massive invasion is seen in the acid and super-solicitedpastures in the Rodnei 
group where an entire string of mountains (Batrina, Lespedeu, Obirsia, Stanis 
and Muncelu)were contaminatedby Nardus approximately along half of the perimeter 
of pastures situated in this geographic area. 


With regard to the grazing period, in the high mountai.. zones the cows cannot 

be let out to pasture before May. Some years it is stil” snowing in mid Mav 
almost all along the Bran-Fundata path in Brasov County, for example, with 

the old snow meeting the new. And in the mountain locations in Bistrita-Nasaud 
County the cattles' climb to the mountains begins late. In Sant Commune as wel! 
as in many other mountain locations, in many years the animals cannot be let out 
to pasture trom the mountains ev2n in May, except in the clearings of the forests 
neighboring this location. In 7agne--a mountain commune in this same county-- 
the grazing period in the mountains is estimated at just 2-3 months. In the 
same framework of the problem, we mention that the area of the mountain pastures 
is reduced by the invasion of forests all along the grazable perimeter. But, in 
particular, this area is restricted from the top as the effect of the unceasing 
idvance of thejun ipers and, from below, as the result of the advance of the 
spruce. Taking into account the complex action to retain water and combat ero- 
sion, the specialists are recommending that the juniper be kept where it has ex- 
tended to around 80-90 percent of the territory. However, for the purpose of 
creating the necessary balance in proportion to the need for erazing space, it 
{s planned to eliminate it when it has included 20 percent at most. So the en- 
tire area of pasture affected would be included in 20 vears. 


Very succinctly, we are attempting to point out several of the goals for improv- 
ing mountain pastures and grazing conditions: strict definition of the forest 
irea of the agricultural fund, on the basis of appropriate cartography; regula- 
tion of access of the pasture in the forests more than 15 years old; svstematiza- 
tion and parcelling of the grazable perimeter with a view to grazing rotation; 
exploitation of the pastures, alternating pasture-hayfield; assignment of the 
commune pastures on the basis of contract for a greater period of time; building 
aceess road; to the mountain pastures within the foint action of the pasture or- 
ganizations, forestry organs, tourism offices, people's councils and animal- 
raising associations, proceeding from the existing network, aiming at exploita- 


tion of timber, tourism and so forth and continuing from these pastures to the 
Alpine emptiness, avoiding big investments for having roads be built parallel 
by different central or local organs; having the state do land improvement jobs, 


fertilization with natural and chemical fertilizer, supply with water, sowing 
and super-sowing, extending pastoral-forestry joint activities for forestry ar- 
rangements ind access to grazing on the suitable territories in the forests; 


building a machinery system for mountain agriculture, including mechanical 
sowers and tractor traiiers. Lacking them, the cost of sowers and the trans- 


port of hav {s a large portion of the cost of a unit of hav and considerably 
burdens the tamily budget of the animal raiser. 
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